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Ptarmigan, anyone? 


From turkeys to tortillas, fiddleheads to whalemeat, 
you can now select your holiday fare safely in cans... 


O you’re having a holiday party? 

And this time you’re going all out! 
Like thousands of other holiday hosts 
and hostesses, you want your party 
to be outstanding. The lighting just 
right . . . the table setting just right 

. and the food something to be 
long remembered. 

Turkey you'll serve, of course. The 
flavorsome fowl has historically been 
the piece de resistance of untold millions 
of holiday repasts ever since the 
original colonists first asked one 
another, very hospitably: ‘““‘Do you 
like the white meat or the dark?’’ But 
it’s the novel and unusual that will 
keep the guests talking for months 
to come. 

Well, yours can be that “‘party of 
the year,”’ thanks to the modern food 
can. And, thanks to the can, it isn’t 
going to keep you enslaved over a hot 
stove in the kitchen, either. 


Paging All Gourmets 


For now all the classic ingredients 
of a holiday dinner, plus almost any 
exotic gastronomical delight from the 
picturesque reaches of the earth, are 
readily available in cans at our fine 
food stores. 

Do your tastes run to whalemeat? 
Ptarmigan (Arctic grouse) tinned in 
Sweden? Smoked frogs’ legs? Buffalo 
steaks? Quail eggs? Tortillas? Veni- 
son? Or perhaps it takes larks stuffed 
with creamed and truffled goose liver 
tomake your holidayscomplete? After, 
of course, you’ve savored as appetizers 
another gourmets’ treat: rooster 
combs and kidneys. 

And. if your guests are such dis- 
criminating trenchermen that they’!l 
feel they’re really roughing it if denied 
such. succulents as hearts of palm 
salad, stuffed vine leaves (from Tur- 
key), fiddleheads (a swamp _ plant 
canned in New Brunswick), snails 
from France, smoked rabbit, a tasty 
dish of muskrat, Swedish Kantareller 
(one of the more exotic mushrooms), 
topped off perhaps by a yummy serv- 
ing of octopus from Japan—why, 
you can just pick up the telephone 





and any food shop specializing in such 
importations will fill your order real 
quick-like. 


The Can: Unbeatable Convenience 


The can not only brings us food in 
an incredible assortment today. It 
also brings us food packed and sealed 
at its peak of freshness, with its fla- 
vorful and nutritional values sanitarily 
intact. It gives us powdered and con- 
densed foods, too—only a few ounces 
of which, when water is added, will 
mean plentiful helpings all around 
when served at a family reunion. 

It provides us with a wealth of 
easily stored foods for use as occasion 
demands. It can save the housewife 
endless hours of weary drudgery 
formerly spent on preparation of big 
family dinners and holiday meals. 


National’s Role 


The ‘‘tin” can is really steel (about 
99°7), thinly coated with tin as a 
corrosion-resistant. It takes tin plate 


NATIONAL STEEL 


GRANT BUILDING 


in extraordinary quantities to make 
the more than 40 billion cans the 
canning industry now uses each year. 
And our Weirton Steel Company is 
a major supplier of both electrolytic 
and hot-dipped tin plate. 

Of course, tin plate is just one of 
the many steels made by National 
Steel. Our research and production 
men work closely with customers in 
many fields to provide steels for the 
better products of all American 
industry. 

At National Steel, it is our constant 
goal to produce still better and better 
steel of the quality and in the quantity 
wanted, at the lowest possible cost 
to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation ¢ Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company ¢ National Steel 
Products Company ¢ The hanna Furnace 
Corporation ¢ National Mines Corporation 
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PITTSBURGH, PA. 
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AREA RESOURCES BOOK 


explains why the 
Grea we serve 
offers so much 
opportunity 
to industry. 
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UTAH POWER 
& LIGHT CO. 


Serving in Utah - Idaho 
Colorado - Wyoming 





INTERNATIONAL 
| SHOE 
} COMPANY 


St. Louis 


TS BRo 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on January 
1, 1957 to stockholders of rec- 
ord at the close of business 
December 14, 1956, was de- 
clared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 3, 1956 
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Seasons Greetings 


f I d HIS YEAR, — Christmas has a special significance. It is par- 
il ticularly a time for giving — and for faith too ... with 


thankfulness that we are free men and women — and 
that our dear ones are safe and secure — without the 
fears that are besetting so many the world over. 


And somehow — there is infinite inspiration in giving thanks to the 
Almighty — for it mellows our soul, — and makes us want to reach out 
and take the homeless and suffering to our hearts and share our bless- 
ings with them —we have so much! 


And the surge of confidence we feel as we renew our spirit sends us 
forth to meet the challenge of tomorrow with strength and courage. We 
know — as the night follows the day — that with faith and determination 
we can overcome the obstacles that confront us as we move along un- 
charted paths into a new world. We have experienced more crucial days 
and been less prepared — yet we have won. We will win tomorrow too! 


To you, our friends and subscribers, whom we are happy to serve in 
the year ahead, with all our hearts we wish you well in your undertak- 
ings and a full measure of happiness and contentment. 
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... AND GROWING BIGGER 


Hf N Q U E B E Cc Johns-Manville’s 


new asbestos fibre mill at Asbestos, Quebec, was the 
world’s largest when only half completed! Now it is in full 
operation, but additional capacity will soon be added! 








Highlights 


CAPITAL EXPENDITURES 
Since World War ll—more than $180 million. In 1956 
capital expenditures will be about $23 million. 


SALES 

In 1954 sales of J-M's more than 400 product lines 
totalled $253 million—in 1955 $285 million. 

In the first nine months of 1956, sales had reached $229 


million. 


EARNINGS 

Net earnings after taxes increased from $16.7 million in 
1954 to $23.5 million in 1955. And by the end of the 
third quarter of 1956, earnings had reached $19 million. 




















E ® Ss E W H E R E — Johns-Manville’s 


long-range program of expansion has seen this year the 
completion of 


A NEW ASPHALT ROOFING PLANT 
A NEW SYNTHETIC SILICATES PLANT 


Other projects under way include 
TWO NEW TRANSITE ® (ASBESTOS-CEMENT ) PIPE PLANTS 
TWO NEW INSULATING BOARD PLANTS 
A NEW FLOOR TILE PLANT 
A NEW HARDBOARD PLANT 
EXPANSION OF TRANSITE PIPE CAPACITY AT FOUR PLANTS 
EXPANSION OF FRICTION MATERIALS CAPACITY 
EXPANSION IN ELECTRICAL AND INDUSTRIAL TAPES 
AND RUBBER PRODUCTS 





All these projects in the United States and Canada 
will represent an investment of $85 million. 





JOM NS MANVILLE 


Johns-Manville JM 


PRODUCTS 


Serving Homes and Industry since 1858 
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The Trend of Events 


THE HARD ROAD TO PEACE... Throughout the ages, 
one plan after another to bring peace to the world 
has fallen through—because man’s ego and posses- 
siveness are greater than his desire for peace. In our 
own time, the League of Nations failed—not because 
the United States refused to join, but because the 
great powers in control sought to use it for their 
own ends. 

And now, once again, we have embarked on a 
great new peace effort through the United Nations. 
Up to today, our disappointment is very great be- 
cause this organization has not even been able to 
prevent local wars. To what extent, therefore, can 
it prevent a third world war—with all the equipment 
that’s being built up for that purpose? — when the 
destructive forces are led by men like Khrushchev, 
Chou en Lai, Nasser and a host of others of much 
smaller stature, but just as ambitious and greedy— 
and ready to pursue their ends with the same ruth- 
lessness and unbalance of Hitler and Stalin. 

Thus far, the various steps taken to counteract 
the destructive activities have been mere com- 
promises that fell short of achieving the desired goal. 
To win, we need a strong and dedicated leader—one 
who is both wise and civilized. The man who comes 
closest to meeting these re- 


It is clear from the various steps taken by the 
President that he is trying to develop the United 
Nations as the supreme agency for peace, with the 
ultimate hope that no country will take aggressive 
action on its own, but will call upon the rest of 
the world to participate in the solution of the prob- 
lem that will prevent the outbreak of dangerous 
hostilities. 

The recent step to nullify Russian claims of 
aggressive intent by the West was the announce- 
ment that NATO would not fight to free Red satel- 
lites—a maneuver that was undoubtedly designed to 
assure Russia publicly that the NATO organization 
was not created for aggression, suggesting that it 
would not act independently of the United Nations. 
In the meantime, by condemning Russia for her 
brutalities in Hungary, the UN brought world pres- 
sure to bear on the Soviet Union and deprived Mos- 
cow of the pretext that she rushed her military 
juggernaut into Hungary—not to crush a revolt— 
but because of alleged fears that this revolt was 
inspired by the West with the threat of NATO in 
the background. 

Already, as a result of UN efforts, Russia has 
withdrawn her offer to send volunteers into the 

Middle East—has been obliged 





quirements is President Eisen- 
hower. He has demonstrated 
his love of peace, yet his 
efforts have been, and will 
continue to be, beset with 
agonizing difficulties and pres- 
sures from so many uncompro- 
mising interests at home and 
abroad that we can expect the 
progress toward world peace 
to be slow and torturous. 


miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of | to 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


to postpone her plans in Syria 
—and we can expect that in 
the light of the damage done 
Communism around the 
world as a result of the blood- 
letting in Hungary ... the in- 
tensity of the Hungarian re- 
volt — and the latest action by 
NATO, Moscow will be obliged 
to reconstruct her program 
with relation—not only to 
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Hungary — but to the other satellites. 
Maybe if we have a little patience, the UN may 
yet come through with a real victory! 


IN THE THROES... That hardiest of perennials in 
corporate mergers still is encountering difficulties. 
Plans to consolidate the operations of Bethlehem 
Steel, second largest steel producer in the industry, 
and Youngstown Sheet & Tube, sixth in the field, now 
are going forward. 

A new generation may not be aware that it was 
at another Christmas season—back in 1930—that a 
court decision enjoined a Bethlehem-Youngstown 
merger. Obviously, people at Bethlehem and Youngs- 
town never gave up their belief in the wisdom and 
propriety of such a consolidation. However, their 
plans were laid up in mothballs during the 20 years 
of Democratic rule, which was not marked by any 
entente cordiale between Government and Big Busi- 
ness. However, not long after President Eisenhower 
came into office, the Bethlehem-Youngstown merger 
proposal was revived. Of course, the Justice Depart- 
ment under this Administration has shown little 
sympathy for corporate bigness in general and the 
Bethlehem-Youngstown amalgamation in particular. 

The two steel companies have been making clear, 
for nearly three years now, their desire to revive 
the plan that was thwarted by court decision more 
than a quarter-century ago. And all this time the 
Justice Department has been making it clear that 
the Government would file suit to block the consoli- 
dation. 

Now the fat is in the fire. The companies are going 
ahead with their plan to merge and the Justice De- 
partment has filed its suit. The community will watch 
unfolding events, for more than a couple of impor- 
tant companies have a stake here. We may very well 
learn much about the meaning of mergers in our 
time—their cause and effect. This case could be his- 
toric. 


THE TECHNIQUE OF REVOLUTION .. . The world has 
observed with amazement the capacity of the Hun- 
garians, possessing only small arms, to continue 
their resistance against the tanks and armored 
equipment of the Russian soldiers. 

What we are witnessing is how well the Hun- 
garians have learned the lessons of the Communist 
technique of revolution in street fighting, sabotage 
and inflammatory industrial strife, work stoppage 
and propaganda. The Russian theory and practice of 
how a few can control the many has been intensively 
studied by ambitious men the world over and is 
responsible for the subversive movements that have 
been stirring up trouble everywhere. It would be a 
good thing if we concentrated on learning how to 
combat it. 


THE “SHADOW” CABINET .. . There has been much 
ado about Aneuran Bevan’s ascension to Mr. Gait- 
skell’s “shadow” Cabinet, and many have predicted 
that the elimination of Sir Anthony Eden would 
bring in Gaitskell as Prime Minister, with Bevan 
as Foreign Minister. 

But this is not the way it works in Britain — for 
under the British Parliamentary System the present 
Government will stay in office until its term expires, 


and should Mr. Eden retire or resign, he will be 
privileged to name his successor until the next elec- 
tion. 

Through the “shadow” Cabinet, each party trains 
its various leaders for important posts should they 
win, so they can take over with a ready-made Cabi- 
net if elected to office. 

The Conservatives are counting on world events 
to hold their position against the leftist leaders in 
Labor —and while Mr. Churchill is in retirement 
from active duties, he is still able to imbue the mem- 
bers of his party with the tenaciousness and wit for 
which he is famous. His fighting spirit covers his 
opponents with ridicule when they become rambunc- 
tious, as he did in the last election, when he referred 
to the opposition in the radical Labor stronghold of 
Hammersmith,—saying the Conservatives were going 
to win despite the “hammer and sicklesmith.” 


THE POOR KIDS .. . Several years ago, when many 
of us first started to show deep concern about the 
soaring national debt, Washington assured us that 
there was nothing to worry about. “After all,” it 
was said, “we owe it to each other.” 

Now, there has come to hand even greater assur- 
ance. The Census Bureau of the Department of Com- 
merce tells us that, since there are more “each 
others,” the public debt is not nearly so onerous as 
feared. It works this way: Government debt — 
Federal, state and local — reached a record sum of 
$320.8 billion on June 30, 1956. But, thanks to a 
population spurt, each person’s share of it is down 
$24.53, from $1,933.04 to $1,908.51. 

Our first reaction is that those old-fashioned folk, 
who are forever making such gifts to new-born 
children as clothing, carriage or bed, would do well 
to send along a memo to the parents that the off- 
spring owes $1,908.51 and “how about a remit- 
tance?”. A second thought is that all we need is 
babies, lots of babies, to solve our fiscal woes. 

All of this, of course, is not nearly so harsh as it 
sounds because nobody is going to foreclose. We’ve 
owed the money for a long time now without doing 
anything about liquidating the obligation. After all, 
we owe it to each other! 


COMING ATTRACTIONS... On the subject of taxes, 
New Yorkers are deeply concerned at the proposal by 
an eminent study group for a municipal income tax. 
Numerous residents of the nation’s metropolis actu- 
ally believed this was unprecedented. Actually, 
numerous cities, notably Philadelphia and Toledo, 
long have imposed a city tax. 

While we have been no less vigorous than others 
over the years in whacking away at waste and cor- 
ruption in government at Federal, state and local 
levels, it would be a mistake to overlook the responsi- 
bility of the citizenry in this trend toward higher and 
more numerous tax burdens. So many of our people 
demand services and largesse, the cost of which must 
be borne by the more-independent citizens, that these 
must result in an ascending tax level. 

This is not to exonerate governmental bodies, many 
of which seek out new taxes rather than old-fashioned 
belt-tightening remedies. There is every indication 
that the weight of taxation in this land will become 
heavier before it becomes lighter. 
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By JOHN CORDELLI 


COSTLY FUMBLES IN THE MIDDLE EAST 


The United States has poured out some $50 
billion for foreign aid in the past decade. We have 
helped to restore Europe, develop Asia, and rearm 
the Free World. By now the hard pressed American 
taxpayer might expect to find that the world was 
immeasurably better off. But instead he finds that 
new claims are about to be made on his pocketbook 
— because the policy of the State Department is a 
peculiar mixture of 
wishful thinking, inde- 
cision and impetuous 
pronouncements in 
which the thinking is 
not deep enough to 
count the cost. As a re- 
sult, we have lost out 
in a part of the world 
in which we have vital 
interests—upset our re- 
lations with our prin- 
cipal allies — and, as 
usual, we will have to 
pay the bill. 

Because of these 
diplomatic inconsisten- 
cies, the United States 
is being obliged to 
underwrite pound ster- 
ling, subsidize the dol- 
lar cost of Eurepean 
oil imports, and forego 
this year’s payment on 
the British loan. But 
that is not all! A new 
burden is in sight for 
the American taxpayer 
who was expecting 
some relief in 1957. 
There is growing talk 
in Washington of a 
vast new Marshall 
Plan for the Middle 
East. This U.S. spon- 
sored development 
program would be the 
sugar pill used to pla- 
cate Nasser, get the 
canal opened and the oil pipelines flowing again. Who 
can now foretell how much we will be asked to spend 
in this area where Arab potentates are already col- 
lecting a billion dollars a year in oil revenues? Are 
we really going to shut our eyes to the lessons of 
experience and be so unrealistic as to think we can 
buy Arab goodwill? 

Our opportunist policy and vacillation drove our 
two principal allies to acts of desperation. Our re- 
versal in Suez was only one of the shifting steps we 
took in that area of vital interest for the West. The 
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The Big Question 


Baghdad Pact too was the brain child of Secretary 
Dulles — a “northern tier” of Middle East countries 
allied against communism — where expected U.S. 
membership never materialized. 

Can we be certain that our State Department will 
now act wisely? There is so much at stake that it 
must be organized to do so. We are obligated to 
obtain recognition by Egypt of the international 
status of the Suez 
Canal — for it is the 
waterway for all the 
people! There must be 
a permanent agree- 
ment of Israel’s boun- 
daries backed by a 
great power and 
United Nations guar- 
antee. It is about time 
that the Arab states 
recognize Israel as an 
integral part of the 
Middle East, and that 
the whole area had a 
common destiny. This 
earth is God’s gift to 
all men, and a peaceful 
coexistence will bring 
a better standard of 
living for all these peo- 
ple —an exchange of 
cultures that will bene- 
fit us all. 

It may very well be 
that the visit of India’s 
Prime Minister Nehru 
to President Eisen- 
hower will plant the 
seed of peace for the 
Mideast, for both men 
have considerable in- 
fluence in that part of 
the world. We have 
few illusions about the 
idealism of Mr. Nehru. 
But he is, after all, a 
practical politician and 
as such, has as great 
a stake in a stabilized Mideast as the United States 
and Western Europe. 

There is no gainsaying the fact that the Free World 
no longer can afford to fumble the ball in the Mid- 
east. The Soviet Union has moved in to vie with us 
for leadership of the Moslem states. If the Kremlin 
can achieve its centuries-old dream of control in that 
part of the globe, then Russia will emerge as the 
greatest power in the world. Europe, starved for oil, 
would be at her mercy and the Red Colossus would 
also be in control of the crossroads of the world. 
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Business—Investor Pattern in 1957 


On an over-all basis, movement of stock prices remains restricted. Performance of stock 


groups and individual issues continues highly mixed, in line with earnings prospects. 


It seems unlikely daily averages will climb out, or fall out, of moderate 1956 trading range 


any time soon. Continue to stress conservatism and selectivity in portfolio managemnt. 


By A. T. MILLER 


laces an extension of the rally from the 
late-November reaction lows, the market eased 
through the forepart of last week but made up part 
of the dip thereafter. Thus, the performance has 
been technically indecisive over the fortnight since 
our last previous analysis was written. In that nega- 
tive fact there is, of course, nothing new. The aver- 
ages have been confined to a fairly moderate trading 
range for many months. Measured from 1956 highs 
to subsequent lows, the range has been about as 
follows: Industrial average 10.5% ; rails 17% ; utili- 
ties 8.8%. 
The industrial average currently stands roughly 
half-way in the range marked out since its bull- 
market high was recorded last April; rails within 


the bottom one-fifth of the range held since estab- 
lishment of their top last May; utilities slightly 
above the lower one-third area of the range outlined 
since their bull-market high was attained in August. 
For the industrial average, as we have pointed out 
before, there is a well-defined support area in the 
468-462 zone, within which five sell-offs have been 
halted since last January. On the other hand, there 
is a ceiling indicated not much above the present 
level, as suggested by the following series of highs: 
521.05 (April bull-market top) ; 520.92 (August re- 
covery high) ; 495.37 (November 5 rally level), and 
494.79 (December 7 rally level). 


Which Way On Test? 





PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


SUPPLY OF 
As Indicated by Transactions 
at Declining Prices 


As Indicated by Transactions 
at Rising Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


SCALE AT RIGHT> 


“SCALE AT LEFT 


18 6 13 
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MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND 








16 23 
MAY JUNE JULY AUG. SEPT Oct. Nov. 





At this time all three averages stand 
moderately under recent best rally levels 
and moderately above last week’s lows 
—in short, in a narrow trading range 
within a moderate trading range. Bet- 
terment of the December 7 and Novem- 
ber 5 rally tops would merely imply 
some extension of the upswing from the 
late-November lows, presumably leaving 
the averages under their prior peaks. 
Failure of such an effort would mean 
that we had the “customary year-end 
rise” between November 28 and Decem- 
ber 7, which is unusually early and 
brief. In any event, year-end possibili- 
ties into early January appear re- 
stricted, both by basic economic-finan- 
cial factors which are inhibiting general 
demand for common stocks; and by a 
recent price rebound sufficient to weaken 
the technical base for a further upswing 
at this point. 

Meanwhile, one must note that the 
market has done a lot of marching up 
and down the hill for an extended time, 
without going any place in particular. 
Compared with precisely 12 months 
ago, the industrial average is up less 
than 2.4%, rails are down about 3.6% 
and the utility average is up about 4.3%, 
thanks to having four gas stocks in- 
cluded in it, since most electric utilities 
are down from a year ago. In terms of 
general trend—from which individual 
stocks continue to depart widely for 
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better or worse — these 





meanderings of the aver- 350 
ages can mean nothing of 340 
more than transient in- 330 
terest until they better 
their earlier 1956 tops, 525 
which would seem to be a 515 
formidable undertaking; 505 
or break decisively the os 
previously indicated 1956 
support levels, which > 
seems a project more 
likely to be undertaken— 
at least to the extent of 170 
another test—at some later 
time than in nearby weeks. 165 
During the many months 160 


over which the broadest 
indexes of stock prices 
have been making what 
looks like a rounded top, 
there have been domestic 
or foreign-news develop- 
ments which, at times, 
adversely affected the 
market and _ necessarily 
preoccupied market ana- 
lysts to a considerable ex- 
tent. But if sell-offs could 
not be ascribed to worri- 
some Middle East develop- 
ments, as recently, or to 
an Eisenhower illness, as 
earlier, no doubt some- 
thing else would have been 
excuse enough. The mar- 
ket’s basic troubles or 
handicaps—so inter-related 
that they cannot be rated 
are the following: 

(1) Fairly wide over-valuation of many stocks— 
especially popular “growth” stocks — at their 1955- 
1956 highs; (2) the progressive development of 
tighter money conditions, due to excessive demand 
for bank credit and long-term capital funds, and to 
the refusal of the Federal Reserve to hold down 
interest rates by pumping funds into the banking 
system via inflationary open-market operations; 
(3) the consequent rise in bond yields, and the 
sharp narrowing of their spread under stock yields; 
(4) a slackened rate of rise in business activity as 
compared with 1955, due to easing in some lines 
and capacity limitations in others; (5) pressure on 
aggregate corporate earnings due to slower volume 
gains, higher costs and keen competition, and (6) a 
slowing in the rate of growth in aggregate dividend 
payments. 
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in order of importance— 


? The Broad Picture 

Those are the reasons why most managers of 
pension funds, mutual funds, college-endowment 
funds, family trusts and personal investment-counsel 
accounts have, for some time, been shifting more to 
the conservative side by putting less new money 
into stocks, more into bonds; and to some extent by 
switching out of stocks into bonds. Those are the 
reasons why more brokers have become less specu- 
latively bullish in the “tips” fed to customers. And 
they are the reasons restraining stock-buying and/or 
inducing selective selling by experienced individual] 
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investors who make their own decisions. 

Most qualified forecasters look for “moderate” 
gains in average 1957 business activity from that 
of 1956. Allowing for higher average prices and 
present heavy order backlogs in capital goods, fore- 
cast gains in 1957 plant-equipment outlays range 
from 5% to 10%. They range from 6% to 7% for 
total governmental spending; 3% to 5% for new 
building outlays, with the rise largely centered in 
public works; 3% to 4% in consumer income and 
spending, and 2% to 3% in industrial production. 

Of course, forecasters can err and often have— 
more often that not—in being too optimistic at this 
season. However, assuming the consensus cited is 
about right, the following investment conclusions 
suggest themselves: (1) Money will stay generally 
tights, if not get tighter, thus keeping bond yields 
high, until some easing begins in business activity 
and inflationary pressure. (2) The latter might be- 
gin in the second half, without too greatly contra- 
dicting the full-year expectations heretofore cited. 
(3) At best, the expectations outlined would mean 
virtually no gain, or a relatively slight gain, in total 
1957 earnings; and perhaps a 4% to 5% gain in 
dividends, largely due to higher rates adopted dur- 
ing 1956 and already in the reckoning for stock 
prices. 

To become attractive, many stocks need sharp, 
rather than modest, betterment in earnings and 
dividends—or they need to sell substantially lower 
than they are now. (Please turn to page 409) 
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Can the U. S. Support a 300 Billion Dollar 
Debt ?”. This question was asked by some of the best 
economic minds in the country, including Jerome 
Frank, formerly head of the Securities and Ex- 
change Commission, and Professor Olin Glenn Saxon 
of Yale University, as far back as 1943, when 
World War II spending was raising the deficit by 
more than $1 billion a week. By then the national 
debt had already hit $130 billion, just about tripling 
the pre-war level, and no end was in sight. Wide- 
spread public concern over the consequences re- 
flected still vivid recollection of what soaring public 
debt had done to the once proud French franc and 

German mark in the wake of World War I. 
Fortunately, the U. S. national debt never quite 
reached $300 billion, hitting a peak of $280 billion 
in February 1946. Today the U. S. dollar retains 63 


372 


in the 
National 


$280 Billion Peak Threatened 
By New Demands On JU. S. 


By MICHAEL STEPHEN 


Point 










per cent of its 1943 value, in sharp contrast to the 
World War I experience of the franc which dropped 
from 20.0 U. S. cents in 1914 to 2.5 U. S. cents in 
1926, not to mention the mark which went from 
25 U.S. cents in 1914 to complete worthlessness in 
1923. Fortunately, our economy is much stronger 
than that of either Germany or France, but the 
question as to how much debt we can support is still 
appropriate. Despite ten years of unrivalled postwar 
prosperity, the national debt is now $278 billion, 
still within a hairsbreadth of the wartime peak. It 
requires little imagination to see an even larger debt 
on the horizon. Darkening clouds over Eastern 
Europe and the Middle East once more threaten to 
bring heavy demands on the U. S. Treasury. 
Already we have had suggestions for a “new for- 
eign aid program”, on the model of the Marshall 
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Plan, to buttress Free Europe and facilitate a peace- 
ful solution in the Middle East. Treasury Secretary 
Humphrey has indicated his opposition to this plan 
but a worsening of the international situation might 
change even his position. In any case national de- 
fense spending is on the rise again. 

The impact is already being felt. Only last month 
the U. S. Treasury surprised the money market by 
suddenly borrowing $1 billion to protect its cash 
position against an International Monetary Fund 
demand for dollars to lend to Great Britain. How 
much bigger the debt will be before this newest of 
the postwar crises is finally settled no one can fore- 
tell. That it will be bigger is almost a certainty. 

We start in uncharted territory. No nation has 
ever matched the U. S. national debt. It averages 
today more than $6,600 for a family of four, far 
beyond the yearly income of most American families. 
The interest cost alone on the federal debt is esti- 
mated around $7.2 billion a year, more than the 
entire federal budget in 1938. Rising interest rates 
may push the cost of the debt even higher. Already, 
apart from national security expenditures, interest 
on the national debt is the biggest single item in the 
$69.3 billion budget for fiscal 1957 ending next 
June 30. 

Official Washington has expressed its concern. 
Last May, questioned as to the outlook in Congress 
for tax relief, President Eisenhower replied sharply : 

“by no means do I believe they should cut taxes 
until we have made some little start on reducing the 
enormous national debt. There is such a thing as 
fiscal integrity; I don’t care whether it is an indi- 
vidual or a nation.” 

Clearly, it is time to take stock. Are we inching 
down the path of national disaster, lulled by the 
narcotic of debt? Will we wake up to find ourselves 
staggering under an insupportable debt burden, 
tempted to outright repudiation or forced to risk an 
uncontrollable holocaust of inflation by resort to 
the printing press because the Government credit 
has sunk too low to borrow? Or are we worrying 
needlessly ? These crucial questions can be answered 
only by looking at the facts. 


Who Owns the Debt? 


More of our people have a stake in keeping the 
debt sound than ever before. The picture of the 
bondholder as a “bloated capitalist” has long since 
been outdated. More than eight million people cur- 
rently buy Savings bonds through payroll deduction 
plans at their places of work—factories, warehouses, 
stores and offices. The total of Savings bonds now 
outstanding stands at $57 billion. Other people own 
some of the Treasury’s marketable debt. Countless 
millions have substantial amounts of their savings 
in U. S. Government securities indirectly—through 
their ownership of insurance policies, savings bank 
accounts, pension rights, social security benefits, etc. 

Treasury figures make it possible to compare the 
ownership of the national debt as of last June 30 
with its distribution in December 1939, just before 
World War II, and June 1946 when war financing 
had been completed. 


As the table herewith shows, individuals now own 
directly, $67 billion or 25 per cent of the national 
debt. In addition they are the indirect owners of 
most of the $91 billion federal debt held by the 
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social security trust funds and other government 
investment accounts, State and local government 
retirement funds and insurance companies and 
mutual savings banks. Thus, individuals now hold, 
directly and indirectly, about three fifths of the 
national debt. 

Business corporations and others, including for- 
eign central banks and governments, hold $34 billion 
of the debt, representing for the most part invest- 
ment of tax reserves in U. S. Government bonds and 
short-term dollar balances. 





Ownership of the Federal Debt 
(Dollar figures in billions) 

Dec. 1939 June 1956 

Amt. % Amt. % 
Individuals $10.0 21.0 $ 67.2 24.6 
U. S. Govt. Invest. Accts. 6.5 13.6 53.5 19.6 
State and Local Govts. 0.4 0.1 15.9 5.8 
Insur. Cos. & Savings Banks 9.4 19.7 21.7 8.0 
Corp. and Others 2.9 6.0 34.0 12.5 
Com’‘l and F. R. Banks 18.4 38.6 80.7 29.5 

Total $47.6 100.0% $272.8 100.0% 











The share of the debt held by the commercial 
banks and the Federal Reserve Banks, usually re- 
garded as having inflationary implications for the 
money supply, is now only 29 per cent compared to 
39 per cent in 1939 and 40 per cent in 1946. The 
reduction in the bank held share of the debt reflects 
the Treasury’s efforts to place more of its debt with 
genuine investors. At the same time, the willingness 
of individuals and savers generally to hold the Gov- 
ernment’s debt is encouraging. It signifies that the 
Government’s credit is still good, despite the vast 
growth of the debt. 


The Growth of the Debt 


A mammoth public debt is a relatively recent de- 
velopment in the United States. Hard as it may be 
to believe today, the U. S. had no public debt at all 
in 1835 and 1836, as a result of surplus revenues 
from the sale of public lands in the West and from 
the workings of the protective tariff. Even as re- 
cently as 1916 the public debt amounted to little 
more than $1 billion. The chart on page 374 traces 
the course of the national debt in the past 40 years. 
As the chart indicates, the great bulk of our debt 
reflects the costs of involvement in World War I and 
II and the Korean War. World War I caused a $25 
billion increase in the debt, World War II raised it 
$232 billion more and the Korean War added another 
$9 billion for a grand total of $265 billion, borrowed 
to finance wars. 


Another good sized chunk of the debt represents 
deficit financing during the Great Depression when 
the Federal Government got the idea it could spend 
us into prosperity. This raised the national debt 
from $16.2 billion in 1930 to $48.5 billion in 1940. 
These debt figures, and those plotted on the chart, 
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include securities issued by such government agen- 
cies as the Reconstruction Finance Corporation if 
they were fully guaranteed as to payment by the 
U. S. Treasury. Most of such guaranteed debt has 
been repaid. 


The Burden of the Debt 


Any banker’s judgment of the safety of a loan 
rests in part on the income of the borrower. A mil- 
lionaire can safely borrow a great deal more than 
an unemployed mechanic. Another consideration is 
the number of people who have signed the note and 
pledged their willingness to share the liability. Still 
another factor is the relation of the payments on the 
loan to the borrower’s income. 

All of these considerations have their counterparts 
in judging the soundness of a nation’s debt. Thus, 
the national debt can be related to the national in- 
come and to the national population. The annual 
interest cost can be expressed as a part of the na- 
tional income. In all of these ways we get a better 
idea of the real burden of the debt. 





Burden of the Federal Debt 


—— Gross Federal Debt 








—Annual Interest Cost——— 
% of % of 


Amount Per National Amount % of National 


(billions) Capita Income (billions) Debt Income 

Dec. 31 
1916 $ 1.2 $ 12 3 ° 2.4 ai 
1919 25.8 245 33 $1.1 4.2 1.4 
1930 16.0 130 24 0.6 3.8 0.9 
1939 47.6 363 62 1.1 2.6 1.4 
1946 259.5 1832 136 5.3 2.1 2.8 


1956 est. 277.8 1660 82 7.2 2.7 2.1 





* Less than $50 million 
** Less than 0.05% 











As the table here- 
with shows, national 
debt per capita has 





THE PUBLIC DEBT 


Thus, although the debt is now 230 times its 1916 
level, the percentage of the national income which it 
represents is up only 27 times. Since 1946 the rise 
in the national income has reduced the debt from 
136 per cent of national income to 82 per cent. Actu- 
ally the improvement reflects two causes, one of 
which is not so good. The economy has grown and 
we are producing more goods but there is also the 
effect of price inflation which artificially raises the 
money value of national income and at the same time 
shrinks the value of the dollars in which the debt is 
expressed. 

As noted earlier, the computed annual interest 
cost of the debt is now about $7.2 billion. This is the 
highest on record, almost 40 per cent higher than in 
December 1946. The debt is larger now but the main 
factor has been the substantial increase in interest 
rate levels since 1946 when inflationary cheap money 
policies drove the computed interest rate on the debt 
down to 2.1 per cent. Today’s 2.7 per cent rate is 
still far below the 4.2 per cent paid in 1919. The 
interest cost of the national debt, nevertheless, is 
only 2.1 per cent of national income against 2.8 per 
cent in 1946, reflecting the more rapid increase in 
national income. 

Thus, as far as these figures go, the burden of the 
debt is heavy but it is not the heaviest we have borne. 
Of course this picture could change drastically with 
any substantial decline in national income. Then the 
main factor which has been easing the burden of 
the debt for us would be working against us. 


Inflationary Implications of Big Public Debt 


Apart from its direct burden on the economy, a 
big national debt has other ominous features. Prac- 
tically speaking, the bigger the debt, the stronger 
the forces leading towards inflation or a managed 
economy or both. 

To the extent that a big debt is held by the banks, 
the money supply is increased and the inflationary 
implications are clear. But it is not always recognized 
that even if debt is held outside the banks it may 
be inflationary. This 
comes about if the 
debt is short-term 








not expanded as_ |8$Bil. 
much as the amount 
of the national debt. 
Thus, the debt is 
now about 230 times 
its 1916 level but 
debt per capita is 
only about 130 times 
its 1916 level, as the 
result of the rapid 
increase in the pop- 
ulation. With the 
debt holding about |!00F 
unchanged from the 
end of 1946 to the 
end of 1956, the debt 26 
per capita has fallen 
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within three months 
at 100 cents on the 
dollar; if necessary 
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mediately in the 
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less than 1 cent on 
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374 


Uneasy budget balance for fiscal 1958 now being forecast. 
However, new demands on the Treasury may result in a 
deficit which would force our debt upward again. 


om When it is the 
banks which hold 
large amounts of 
short-term Treasury 
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securities the situation is even worse, for then the 
Federal Reserve loses its control over the supply 
of bank credit. The banks can gain cash,regardless 
of Federal Reserve policy, by letting their short 
Treasury securities mature for cash, thus securing 
funds to make new loans to customers. Something 
like this happened last December when holders of 
more than $500 million maturing Treasury certifi- 
cates refused to take new securities in exchange and 
demanded cash. To keep its credit standing, the 
Treasury has to pay. 

An additional point is that every Treasury financ- 
ing subjects the money market to considerable strain 
and the Federal Reserve naturally moderates its 
credit policy during periods of Treasury financing. 
The bigger the debt and the more often the Treasury 
is in the market to refinance some part of it, the less 
opportunity the Federal Reserve has to pursue an 
independent anti-inflationary credit policy. 

Indeed, this consideration for the Treasury was 
carried to the ultimate absurdity from the end of 
World War II to March 1951. In this period the 
Federal Reserve, under Treasury domination, sup- 
ported the Treasury’s right to borrow at selected 
interest rates by buying outstanding Treasury secur- 
ities whenever their prices threatened to go below 
100. Every holder of the Federal debt had an auto- 
matic pipeline to the money creating powers of the 
Federal Reserve. This policy of stabilizing Govern- 
ment security prices and interest rates for the bene- 
fit of the Treasury sacrificed the Federal Reserve’s 
control over the money supply and the price level, 
its main reasons for being. The value of the dollar 
shrank and shrank. 

The inflationary consequences of this policy and 
the distress it brought to countless pensioners and 
others living on fixed incomes brought a Congres- 
sional investigation and repudiation of the policy in 
March 1951 under the Treasury-Federal Reserve Ac- 
cord. No responsible person defends it today. Never- 
theless, the massive weight of the public debt con- 
tinues to probe relentlessly throughout the economy, 
seeking to find a chink in the defenses of the dollar. 
As long as we have big debt the inflationary danger 
will be with us. 


Congressional Resistance to Rising Debt 


Congress has set a statutory debt limit, by which 
it restricts the ability of the Treasury to borrow, its 
symbol of resistance to big and rising debt. First 
established in 1917 to control World War I borrow- 
ing, the debt limit for too long was little more than 
a formality with increases being granted more or 
less as a matter of course. In the past few years, 
under the leadership of Senator Harry Byrd, Chair- 
man of the Senate Finance Committee, Congress has 
made the debt limit increasingly effective. Increases 
have been granted grudgingly, for only one year at 
a time, to cover seasonal deficiencies of tax revenues 
in the July-December half of the fiscal year and have 
often been less than the Treasury desired. For ex- 
ample, in 1953 when Treasury Secretary Humphrey 
sought a $15 billion increase in the debt limit, to 
$290 billion, Congress reared back and he got no 
increase at all. In 1954 a one-year increase was au- 
thorized but only in the amount of $6 billion. Last 
July Congress authorized a one-year increase of $3 
billion, to $278 billion, until next June 30 when the 
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limit drops back to $275 billion; by then the Treas- 
ury expects that March and June income tax rev- 
enues will have cut the debt down to around $271 
billion. 

Given the will in Congress, the debt limit can be 
an effective brake on a buoyant public debt. But 
bureaucrats are tenacious and inventive. Recent 
years have seen a rash of bookkeeping devices de- 
signed to permit government spending and deficits 
without pushing up the national debt. The most 
prominent was the proposal in 1955 to finance a 
$25 billion federal contribution to a national high- 
way program by setting up a federal Highway Cor- 
poration to issue $21 billion of long-term bonds out- 
side the budget and outside the federal debt limit. 

Senator Byrd and the Congress made short shrift 
of this subterfuge. Congress adopted the highway 
program last July but the Federal Government’s 
share of the cost is being met by increased taxes on 
highway users, not by complicating the federal fi- 
nances to the point where even experts get confused 
as to who owes what to whom. 

Fancy bookkeeping cannot postpone the day of 
reckoning for loose fiscal practices, even though it 
may conceal the true state of affairs for a while. 
Senator Byrd, speaking in 1954 against further in- 
crease in the statutory debt limit, put our problem 
in a nutshell: 

“The $275 billion Federal debt which we now owe 
is equivalent to the full value of all the land, al] the 
buildings, all the machinery, all the livestock—every- 
thing of tangible value—in the United States. We 
are mortgaged to the hilt. 

“Few will deny that we have reached our solvent 
limit. 

“If we cannot balance the Federal budget and re- 
duce the debt in peace and better-than-normal pros- 
perity, when can it be done?” 


Old Fashioned Economy 


The one sure way of getting the public debt prob- 
lem under control is by a return to old fashioned 
economy, by slashing federal spending to provide 
surplus for debt retirement. The failure of the Gov- 
ernment to develop out of prosperity, revenues for 
debt reduction, is not due to any shortcomings of 
tax rates, most certainly not as far as income taxes 
are concerned where rates run up to 91 per cent. The 
need is to chisel hard at expenditure programs and 
to resist temptations to launch new programs re- 
gardless of the availability of funds and the desir- 
ability of debt retirement. 

Unfortunately, the Eisenhower Administration 
seems to have lost some of the zeal for economy 
that was such a refreshing characteristic of its first 
few years in office. Federal expenditures have now 
climbed back for two successive years from the $65 
billion level to which they had been cut in fiscal 
1955. Nearly half of the reduction from the fiscal 
1953 spending peak has now been wiped out. 

On top of this, the recent national election cam- 
paign brought proposals from both parties for new 
federal spending programs to insure the general wel! 
being. Democratic spokesmen talked of raising fed- 
eral spending by $10 billion a year. Republican 
spokesmen did not calculate a total cost but pointed 
to plans to expand spending over a wide ar:a in- 
cluding federal aid to (Please turn to page 418) 
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Sharp Competitive Struggle For 


AUTO 
MARKET 


Shaping Up 


By J. C. CLIFFORD 


A ntroduction of the new 1957 model cars, embodying 
more changes in design and engineering than in any 
previous year, has been followed by improvement in 
retail demand for cars manufactured by the Big 
Three. If this trend continues next year, net profit 
of General Motors, Ford and Chrysler will show 
moderate gains over 1956. But it is not likely that 
the earnings record established in 1955 by this group 
will be equaled in 1957. 

During 1956, net profits of the automotive Big 
Three dipped varying amounts, and the upturn in 





Mayor Wagner, right, greeting auto executives. From left: E. J. Bush, Auto- 
mobile Manufacturers Assn.; Harold E. Churchill, Studebaker-Packard Corp.; 
Harlow H. Curtice, General Motors Corp.; Henry Ford 2nd, Ford Motor Co.; 
L. t. Colbert, Chrysler Corp., and George Romney, American Motors Corp. 
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the current quarter, following introduction of the 
new models, came too late to prevent the year, as a 
whole, from showing a decline of over 2 million units 
in production, from the record of 7,940,000 units set 
in 1955. 

For next year, the industry is hoping to chalk up 
a gain of fully 10%. This would mean an output of 
6.5 million cars, compared with only 5.8 million for 
1955. Truck production is expected to hold steady at 
around 900,000 units, or a little more than that. But 
it is still too early to say that those car and truck 
objectives will be achieved. 


GM and Ford Outlook 


On a gain of 10% in volume, General Motors net 
profit next year could boost its 1957 net to around 
$3.55 a share, from the $2.95 a share indicated for 
1956 (against $4.26 in 1955—the best year in its his- 
tory). General Motors is confident that it will hold 
its 51% share of the market for cars. 

Similarly, if Ford scores a gain of 10% in volume, 
its net should. rise to around $4.80 a share, from the 
indicated' net of close to $4 a share for 1956, as 
against $8.17 for 1955—a banner year. Ford is hop- 
ing for a gain of better than 10% in volume, on the 
basis of its dramatically new styling for the Ford, 
Mercury and Lincoln cars for 1957. Ford, last month, 
outsold all other 1957 makes and is shooting for 
31.5% of the market. It had, until recently, only 
28%. 

But Ford’s earnings results in recent quarters 
have been affected adversely by non-recurring over- 
head and engineering costs result- 
ing from the planned introduction 
of its new medium-priced line of 
Edsel cars next fall. It is possible 
that these non-recurring costs will 
continue in the first nine months 
of 1957. Thereafter, if the Edsel 
line scores a success, the overhead 
and engineering costs of the Edsel 
division should cease to be a prob- 
lem, and Ford should be in a posi- 
tion to improve its earnings more 
rapidly than its competitiors. 


Prospects for Chrysler 





Chrysler had a lean year in 
1956, with a net of only around $3 
a share, compared with $11.50 in 
1955. Over $2 of this net is ex- 
pected to be accounted for in the 
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fourth quarter, with production of the 1957 models 
running at the best levels of the year, by far. If the 
retail demand in the first quarter of next year is 
good, the company could make between $2.50 and $3 
a share in that period on an output of 350,000 units. 
Such earnings, however, would fall short of the $3.96 
a share earned in the first quarter of 1955, although 
it would be well above the $1.25 a share earned in 
the initial period of 1956. 

The fourth quarter has been a disappointing one 
in production and earnings, though not in sales for 
the Big Three. All have encountered problems in 
getting the 1957 cars, with their numerous changes 
in styling and engineering, into full-scale production. 
The problems have been intensified by new quality- 
control programs installed by the factories, in a con- 
certed move to avoid costly service charges on the 
new cars, which are covered by factory warranties. 
But production has been rising week by week and, 
in December, has been running at levels which are 
the best of the year. 


Dealer Inventories Low 


Because dealer inventories are still subnormal, the 
market for the 1957 model cars has not yet been 
tested. Current high production represents the fac- 
tory’s effort to stock dealers so that they will be able 
to meet the competitive challenge. At present, manu- 
facturers are paying premium rates for overtime 
work in the plants, to build retail stocks up to the 
optimum level. But when they reach this level, it is 
likely that overtime work will be ended, and pro- 
duction will subside somewhat from the December 
level—unless a new retail sales surge occurs in 
January. 

Manufacturers and dealers feel that 1957 will be 
a highly competitive year, in spite of the improve- 
ment in demand. Any year in which 6.5 million cars 
are produced is one in which an intensive selling 
effort is required. At this volume, factory auto sales 
account for around 4% of national disposable in- 
come. In 1955, factory sales amounted to 4.6% of 
national income—a new high. It now is generally 
agreed that the industry overproduced by at least 
500,000 to a million units in that year, and thus drew 
upon the market for 1956. Manufacturers feel that 


the auto industry is not likely to set a new sales 
record for two or three years at least. 

It is still too early to say how much of a gain in 
sales can be expected for 1957. Dealers, who staged 
a revolt against factory sales pressure, such as re- 
sulted in the record volume of 1955, are still agitat- 
ing for higher unit profits at the retail level. Cur- 
rently, they are enjoying a gain in unit profit on the 
brand-new 1957 model cars. Many who realized $200 
in gross profit per car or less in the early months of 
this year are making $400 or more per unit at pres- 
ent. This is still well below the full profit of $700 a 
car which would be realized if the dealer could trans- 
late his full factory discount into a profit. Competi- 
tion will probably become more vigorous at the retail 
level next year, and retail profits per unit will dip 
again. 


Guard Against Onerous Inventories 


In any event, it seems safe to predict that auto 
manufacturers will not allow retail car inventories 
to rise again to the level of 900,000 units reached in 
the early months of this year. If sales slow down, 
factory production will be reduced promptly. 

Favorable factors in the automobile manufactur- 
ing industry include the following: 


Manufacturers have been able to raise prices 6% 
to 7% on the new 1957 cars, to recapture higher 
costs of labor and materials. Thus far, the higher 
retail prices resulting have not been an insuperable 
obstacle to increased car sales, although a further 
test period lies ahead. 

Dealer inventories are sharply lower than a year 
ago. There is no sign of a glut of cars, as was the 
case then. 

Orders for the new 1957 cars appear to be running 
well ahead of sales a year ago, in November and 
December. But after introduction of new models, a 
slowdown in sales normally occurs in December and 
January. 

There are signs of improved cooperation in the 
auto industry. Ford, for example, has joined the 
Automobile Manufacturers Association for the first 
time. The entire industry has cooperated in staging 


























i 
———_————Net Sales ——_——__ ——_———Net Income ———Common Dividends—— 
(Millions) (Millions) (Millions) 

General Motors Chrysler Ford General Motors Chrysler Ford General Motors Chrysler Ford 
1946 $ 1,962 $ 870 $ 894 $ 88 $ 27 $ 8d $ 99 $13 = 
1947 3,815 1,363 1,502 288 67 63 132 25 $ 7 
1948 4,702 1,568 1,971 440 89 96 198 35 19 
1949 . 5,701 2,085 2,249 656 132 177 351 46 28 
1950 7,531 2,191 3,030 834 128 260 526 85 97 
1951 7,466 2,547 2,742 506 72 126 350 65 34 
1952 7,549 2,601 2,640 559 79 117 349 52 34 
1953 ; 10,028 3,348 4,211 598 75 166 349 52 52 
1954 9,824 2,072 4,062 806 19 228 437 39 90 
1955 . ; ; : 12,443 3,466 5,594 1,189 100 437 592 35 175 
d—Deficit. 
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the first national auto show to be held in 16 years. 
This action required that changes in plans be made 
by each of the Big Three. 


As against these favorable factors, there are 
others which pose a threat to the manufacturers. 
The dealer problem has not been entirely resolved. 
Something approaching annual “collective bargain- 
ing” between dealers and the factories has developed, 
with new concessions constantly being sought by the 
dealers. 

Another major threat is that of tight money. 
Higher money rates in themselves have not seriously 
contracted the car market. But if money becomes 
tighter so that it would not be possible to grant 
terms ranging from 30 months to 36 months, car 
sales would be affected. 


Fierce Competition Certain 


Even under the best of conditions, a rugged three- 
way struggle for sales leadership seems assured next 
year. Ford would not only like to fill the No. 1 spot in 
sales in the low-priced field, but this company has set 
its heart on winning a larger share of the medium- 
price market. 

Similarly, Chrysler has slipped from the better 
than 20% share of the market which it held in the 
period from 1933 until 1953. Down to under 12% of 
total industry sales in 1954, Chrysler rallied to over 
17% in 1955, at the expense of Ford. But in 1956, 
Chrysler again slipped to under 16%, based on new 
car registrations for the first half. 

Chrysler’s president, L. L. Colbert, has stated that 
the company expects to get back to a basis where it 
will aecount for 20% of the market. With the big 
investment which it has made in tooling for the new 
models (over $350 million), Chrysler must feel that 
1957 is the year for its move forward. 


Aggressive GM Seeks More 


General Motors, at the same time, has made it 
clear that it does not propose to take a step back- 


ward. With a market penetration of 51.8% for 1956, 
General Motors has moved up a point from its 1955 
ratio of 50.8. Some authorities believe that political 
considerations will induce General Motors to relin- 
quish 2 or 3 points to its competitors, bringing its 
share of the market to 50%, or a bit under that 
figure. But Harlow H. Curtice, president of General 
Motors, says his company has no intention to yield 
ground voluntarily. And the new 1957 models and 
sales policies of General Motors give no evidence of 
a retreat. The company spent $630 million for tool- 
ing and other costs, to bring its 1957 models to mar- 
ket—a record-breaking expenditure. Spending on 
such a scale for new models is not practiced by a 
company which is planning to reduce its share of 
the market. 

If Ford or Chrysler could cut General Motors’ 
share of the market by 2 points, in 1957, this would 
contribute substantially to improved profits for the 
two smaller members of the Big Three. A gain of 
2 points for Chrysler would mean an increase of 
nearly 140,000 passenger cars, aside from any gains 
realized from the general improvement in the auto 
business next year. This would mean an improve- 
ment of 15% in Chrysler’s volume. 


Sales Gains Recorded 


All of the major producers report sales gains with 
some orders booked for future delivery on 1957 
models. It does not appear as yet that any one pro- 
ducer has made a gain at the expense of his com- 
petitors. 

Chrysler, having suffered the largest sales dip in 
1956, is in a favorable technical position to effect 
the largest percentage improvement this year. Its 
styling is somewhat more venturesome than its com- 
petitors. But with both General Motors and Ford 
offering many new improvements in styling and 
engineering, the gains which Chrysler makes are 
likely to be those resulting from the general im- 
provement in the industry. The intensive advertising 
and promotional campaigns of the Big Three in be- 
half of their new products apparently have been 
equally effective. (Please turn to page 413) 
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“Product Mix” of “Big Three” as Indicated by 
Percentages of New Car Registrations by Price Groups*—1930-56, Inclusive** 
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Ford Moter Co. 


Low-Price . 99.6 

Medium-Price } : 

High-Price ; 2 4 
General Motors Corp. 

Low-Price ; seakeetdeoisths 68.5 

Medium-Price e 29.1 

High-Price ; aiece 1.4 
Chrysler Corp.** 

Low-Price Pecmagis sceaeeieas 28.6 

Medium-Price naiceuiecueletecdasestasene 71.4 

High-Price** 


6 Mos. 
1941 1950 1955 1956 
% %o %o %o 

85.7 76.8 79.4 80.1 
11.6 21.0 18.8 17.2 
2.7 2.2 1.8 2.7 
49.9 49.5 45.1 50.2 
46.7 47.0 51.0 45.2 
3.4 3.5 3.9 4.6 
50.2 49.8 53.7 52.8 
49.8 50.2 46.3 47.2 











*Percentages computed from figures published in Ward’s Automotive Yearbooks and/or Reports. 
**High-price Chrysler models are aot separated from the medium-price total in these figures, nor low-price Dodge figures from the medium-price. 
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Prices 
IN PEACE, IN WAR—HOT 


By EDWIN A. BARNES 


The commodity price situation is unusually com- 
plicated at the present time. To see it in proper 
perspective, imagine yourself on a brisk November 
Saturday afternoon just passed, sitting in the sta- 
dium and watching four football teams playing two 
separate games on the same field, with but one 
football. 

The four teams, to carry the analogy further, 
might be defined as Peace, War, Inflation and De- 
flation, The football, of course, is the trend of com- 
modity prices, which has been up and down in ac- 
cordance with the news from abroad, and labor and 
other factors at home. 


The Middle East Impact 


The steel-strike settlement last Summer touched 
off a fresh round of inflationary sentiment that re- 
sulted in accelerating the moderate upward pace of 
the general commodity price level. Left to itself, we 
might well have had a test before now of whether 
—in the face of mounting supplies of commodities, 
increasingly tight money and rising interest rates— 
there was any real justification for revival of in- 
flationary ideas. . 
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The Middle East crisis, with its very real threat 
of major war and inflation that always accompanies 
such conflicts, was superimposed upon this situation 
before any such test could occur. At the moment, it 
appears that there is a good possibility that the in- 
jured feelings of the various countries involved can 
be cooled down sufficiently to avert war and that 
some sort of peaceful settlement can be made of the 
problem of the Suez Canal, Israel, Russian influence, 
Egyptian President Nasser’s ambitions, and the 
various and sundry ramifications thereof. 

This is not an easy task and it is not improbable 
that the more sensitive commodity markets, hair- 
triggered to the inflationary implications of war, 
may flare up again on some fresh heightening of 
international! tension. 


Public Reaction Cited 


It is extremely interesting and unquestionably 
important to note that, throughout the war scare 
of this fall, there was practically no evidence any- 
where of the consuming public being stampeded into 
buying goods against the possibility of wartime 
shortages. 
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Purchasing agents for industrial corporations dis- 
played an equally high measure of restraint. Here 
and there, a few buyers undoubtedly extended for- 
ward coverage a little, but there was not enough of 
this to be significant. 

By and large, inflationary ideas stemming from 
the war scare were confined to the primary com- 
modity markets and, more particularly, to the highly 
sensitive commodity futures markets. In late No- 
vember and early December, with the shooting 
stopped and as the British and French troops moved 
out of the Suez Canal area, the futures markets sag- 
ged and speculators began to run for cover. 

Among the important factors causing this re- 
versal of sentiment was the realization that the 
economies of the Western European countries had 
been dealt a severe blow by the blocking of the Suez 
Canal and the resultant shortage of fuel oil for 
powering industrial machinery. 


Supply-Demand Factors 


This is the first time in the post-war period that 
any consideration has had to be given to the slow- 
ing down of industrial activity in Western Europe, 
with resultant slackening of demand for numerous 
important commodities and materials. Furthermore, 
although the devotees of the Gross National Product 
method of overall business accounting maintain that 


the United States is insulated from the effects of 
economic developments abroad, many business men 
and investors have a strong suspicion that a slow- 
down in Europe would have repercussions here. 

Those economists whose primary considerations 
are the trends in commodity prices, maintain that 
the world is a closely knit economic unit so far as 
commodities and commodity prices are concerned. 
They point out that, during our brief business set- 
backs in 1949 and 1954, the post-war business boom 
in Europe showed no sign of abating. As a result, 
the world-wide demand for commodities continued 
to rise and prices maintained a generally firm un- 
dertone. 

Now, the possibility of slower commodity demand 
in Europe comes at a time when there is consider- 
able question how well demand will be maintained 
here, when supplies generally are large and rising. 
One by one, the “scarce” commodities of only a few 
years ago have moved into the “plentiful” column, 
owing in large measure to the over-stimulation of 
production by high prices. There are comparatively 
few really scarce commodities at present, and the 
number of these is far outweighed by the number 
that are in burdensome supply. 

Here in the United States, there is a growing, al- 
though not as yet general, realization that the rise 
in commodity prices at all levels during the past 
year and a half has served to obscure the signifi- 
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The average of wholesale prices climbed somewhat in November. While farm 
products were sluggish, many other commodities strengthened appreciably. 
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cance of much of the business data that customarily 
are reported on a dollar-volume basis. 


Examining Business Guideposts 


Much has been made, for instance, of the steadily 
rising trend in total retail sales despite the slacken- 
ing in sales of automobiles and other consumer dur- 
ables. But, when allowance is made for the advances 
in prices at the retail level, we are faced with the 
rather grim realization that the “physical volume” 
—as the statisticians say—of retail trade has regis- 
tered no increase at all since the early fall of 1955 
and actually has showed a tendency to decline 
slightly of late. 

Meanwhile, of course, the population has con- 
tinued to increase and industry has stepped up its 
expansion of productive facilities. Business inven- 
tories have continued to rise. 

In the aggregate—in terms of pounds, tons, bales, 
bushels, etc. in which commodity supplies and con- 
sumption customarily are counted —consumer de- 
mand, as measured by retail sales, has been at a 
standstill for neary a year and a half. 

The rise in consumer income this year, by which 
we measure the ability of the public to buy and con- 
sume goods, has been all but offset by the rise in 
consumer prices. The comparatively slight difference 
has gone into increased savings. 


Rocking the Boat 


With the physical demand for commodities, meas- 
ured at the consumer level, no more than holding its 
own here in the United States, the prospect for 
decreased demand in Europe suggests the very real 
possibility that we may be very close to rocking the 
boat so far as the world commodity price structure 
is concerned. This possibility is based, of course, 
upon the assumption of peace among the major 
powers, even though insecure. 

Currently, the majority of business men and in- 
vestors is inclined to feel that the real threat to our 
economy is inflation. Little consideration has been 
given to the deflationary implications of still rising 
supplies of most commodities and the possibility of 
some contraction in demand. The current generation 
of business men has known nothing but generally 
rising prices and the fact has been all but forgotten 
that, whereas rising prices provide stimulus to busi- 
ness, declining prices exert the opposite effect. 

At this point in the post-war period, following 
years of the greatest sustained business boom that 
the country ever has known, there are a number of 
signs that suggest that temporary saturation may 
have been reached in the demand for residential 
housing, business plant and equipment, and for a 
long list of consumer durables. In this connection, 
the leveling off in the physical volume of retail 
sales is a factor that cannot be ignored. 

In a dynamic economy such as ours, any leveling 
off of the demand for commodities actually is a 
retrogression. And, of course, the leveling off must 
be evaluated against the commodity supply factor. 


Supplies Large and Rising 


Never in the entire history of the United States 
has there been a time when supplies of goods in all 
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hands were as huge as at present. Countable supplies 
in business hands are extremely large and increas- 
ing. Consumers hold huge supplies of commodities, 
in the form of residences and goods. Government 
holdings of farm products are tremendous. And 
hoarded away, against the possibility of war, are 
the uncounted but very large Government stockpiles 
of strategic military materials. 

In the event of war, the extremely large supplies 
of commodities would constitute an asset rather 
than a liability, as at present. Even in the absence 
of price controls, which our Government tradition- 
ally is slow in imposing at the outbreak of war, the 
big supplies would act as a brake on any tendency 
of prices to spiral upward rapidly. 

It is important to note, in this connection, that 
Government stockpiling of strategic materials on a 
tremendous scale has been an important factor dur- 
ing recent years in preventing very high level pro- 
duction of commodities from exerting pressure on 
commodity prices. If war comes, the availability of 
these materials and their gradual release for mili- 
tary use would go a long way towards offsetting the 
inflationary implications of stepped-up Government 
spending that would accompany an armed conflict. 

But, with peace, the very large and mounting 
supplies of commodities must be taken into con- 
sideration as a price-depressing potential. In this 
connection, it is important to note that Government 
stockpiles of a number of important materials are 
at, or close to, their “goals.”” Unless the goals are 
raised, this important element of demand for com- 
modities soon will begin to taper off rather rapidly. 
Already, Government stockpile buying has been 
halted or all but halted on some items and has been 
slowed down on a number of others. 


Deflation Chances Ignored 


This slowdown is coming at a time when domestic 
civilian demand for commodities is barely holding 
its own and when foreign demand, for the first time 
in the post-war period, is faced with contraction as 
a result of the Suez Canal episode. Analysis of the 
commodity supply-demand situation, as it stands at 
the moment, would seem to justify the assertion that 
business men and investors are giving too little 
attention to the possibility of deflation. 

Government military spending, as a result of 
heightened international tension this fall, is likely 
to be stepped up somewhat. Present-day military 
equipment has become so highly specialized, and 
consequently expensive, that technical skill, rather 
than materials, is the big item of cost. 

The Administration now is aware of the danger 
of the European economy buckling under as a re- 
sult of the fuel shortage and added transportation 
costs for numerous essential commodities. Active 
consideration is being given to providing assistance 
to prevent a European collapse which would have 
serious repercussions here. 

Congressional action will be necessary, of course, 
for any large-scale assistance. And it is quite likely 
that such assistance to Europe will be more in the 
nature of a “holding” movement than an invigorator. 
Prior to the Suez Canal affair, there was increasing 
evidence that the economies of Europe were under 
strain, and the fighting in the canal area has made 
the situation worse. 


However, with the (Please turn to page 412) 
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Inside 
Washington 





DISCOUNT HOUSES are marking down the credi- 
bility of advertising and making ruinous inroads on 
established department and appliance-store busi- 
ness, the Federal Trade Commission has concluded. 
Result will be a drive against exaggerated compara- 
tive prices (Made to sell for $75, now only $19.95!). 
The Pittsburgh Better Business Bureau sampled 
public reaction to a “50% reduction” ad and found 
88% of the readership didn’t believe the claim. The 
Better Business Bureau is putting its investigatory 
services behind FTC, charging “the consumer is 
being played for a sucker and advertising is debased 
into a tool to flim-flam the public.” 





WASHINGTON SEES: 


When Congress convenes January 3 both parties 
will be too busy with internal matters to mar the 
Eisenhower honeymoon. If Ike hits hard and fast 
he will have his program sailing before political 
complications begin taking their toll. Democrats 
start the legislative year more concerned about 
defections in their own ranks than with waging 
war on the Administration. Republicans realize a 
President has been elected who feels mandated 
to a “modern Republicanism” and they'll be busy 
trying to find their role and deciding whether, in 
fact, they want to play it. 

When Franklin D. Roosevelt took office he had 
overwhelming numerical strength backing him in 
Congress. His honeymoon lasted 100 days. He 
was introducing a “modern democracy” against 
a background of depression across the Nation. 
He had advantages Ike doesn’t have; on the other 
hand, Eisenhower is not the target FDR was, for 
he cannot be a candidate to succeed himself. It is 
probable, his honeymoon may go at least halfway 
through the term, after which he may expect to 
be attacked by Democrats as the symbol of 
a party, and left without adequate defense by the 
Republicans who will be seeking other coattails. 
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By “VERITAS” 


INTEREST rate boost on home mortgages insured by 
the Federal Housing Administration was inevitable 
in the present tight money market but it will be 
confined to FHA if the Veterans Administration 
and its friends can contain it. The VA rate has been 
historically lower than that charged by FHA. But 
it was established and continued in times of less 
vigorous competition for the mortgage dollar, and 
it’s argued that under present conditions Congress 
should equalize the rates. The home-building indus- 
try welcomes the incentive to lending institutions 
to put out money. Organized labor sees it as a stroke 
to boost bank and finance-company incomes at the 
expense of prospective home-owners, meanwhile 
decrying the “tight money market.” 


TAFT-HARTLEY statute revision seems to be in the 
making. In an area of regulatory law as broad and 
disputatious as this, it is a calculated risk for both 
labor and management to lift the lid of Pandora’s 
box. Labor Secretary James P. Mitchell says the 
Administration is committed to revision and he has 
made a start with an advisory committee on con- 
struction industry. The attack industry-by-industry 
seems better fitted to correct administrative prac- 
tice rather than basic law. The National Labor Rela- 
tions Board has wide administrative powers, can act 
speedily. But the processes of legislation are too 
slow to be promising. 


ADMINISTRATION guns have been turned on the 
proposed emergency 7% freight rate increase re- 
quested by Eastern and Western railroads. The 
Department of Agriculture has warned ICC that 
grant of the increase “will have the effect of offset- 
ing the soil bank and other efforts to strengthen 
the farmer’s position.” In addition to the emergency 
7%, the rail systems are asking a 15% boost. Sec- 
retary Ezra T. Benson failed in efforts to have farm 
products excluded when the rate first was proposed, 
hence the unusual role of opponent at hearings. 
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p» Ihe Suez crisis has highlighted the dependence 
of the world on certain raw materials. 








In the State 





As We 


Department, talks went far beyond abstract principles of 
international agreements, 
whom of what, before moving militarily. 
a matter of Britain and France violating the rules, as 

our diplomats see them, but a concern over what it could 
mean in terms of world trade. 


or who should have notified 
It wasn't merely 





Specifically, world trade 





in items that this nation requires for defense and main- 
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Recital of the commodities which could be 
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placed in short, if not critical, supply, points up the 
inherent dangers. 





Additionally there 





is important reliance on incoming tonnages of fibers 


which don't figure in everyday conversations but are vital: 


jute, abaca and henequen. 


life which by their usual availability have 
been touched with the brand "essential": 
spices, tea, and coffee. Before World War 
II necessities promoted domestic produc- 
tion of suitable rubber, -that would have 
been a top item -- militarily and for 
comfortable transportation. 





» The Administration has indicated 





And in the area of comforts of 


The Middle East developments may change 
all that, but confidence prevails on Capitol 
Hill that, unless the situation worsens, 
the tacit promise of individual tax cuts 
Should be honored. 











p» Production and distribution, 
especially the mercantile trades, have a 
stake in excise tax reduction. So much so 











that excise taxes due to be reduced or 
eliminated a few months hence, must be kept 
for another year. Congress will be ina 
mood to acguiesce. The solons have been 
pledging to remove or cut these taxes, for 
several years -- ever Since the end of 
World War II, in fact. But there is 
Treasury dependence on the revenues they 
produce, plus the Government's intense 
dislike to let go of a tax source it might 
have to return to some day. And business 
and industry is making it easy to support the 
policy of retention: So many lines of taxed 








that two weeks of subcommittee hearings 
were required to hear spokesmen -= more 
than 115 of them appeared. The questions 
put by committee members reflect a present 
disposition to egualize the burden rather 
than lift the load in toto: If there are 
changes, some items will be more heavily 
taxed than at present, some lighter, but 
the over-all return to the Treasury must be 
approximately $9.8 billion, as at present. 
Most levies were cut two years ago. The 
reduction, generally, was from 20 to 10%. 























trade have asked for relief that it seems 
economically impossible to grant all, 
politically unwise to pick and choose. 














>» The Administration also wants 

corporation taxes kept at present levels. 
While Treasury spokesmen talk generally of 
no tax cuts during the "current emergency" 
("current emergency" appears to mean what- 
ever condition exists at the hour the 
words are spoken), it is noteworthy that 
the particularization usually mentions only 
corporate and excise taxation. Individual 
income tax relief, by omission, Seems to be 
held out as a prospect. That inference 
draws some confirmation from the campaign 
promises of Ike and his fiscal agents. 
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That preserved the inequities. 





» The Administration has hoisted 
danger Signals against too great a liberali- 
zation of American foreign-trade policy. 

An extreme program of tariff reduction seems 
to be feared, possibly reaching so far as to 
endanger renewal of a practicable reciprocal 
trade-agreement program in1958. If de- 
mands of the import-export trades influence 
drastic shifts in customs, Congress may 
step intotightenlines. That would rob the 
Hull Plan of its diplomatic potential, the 
White House is represented as feeling. 




















p American exports are on the 
upswing, according to all accepted barometers 
of business. Business is good, employment is 
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high and where there are Strains on foreign 





ties they aren't related at present to trade 


or expand, in communities with defense plant- 
swollen populations. Norfolk, Va., for 








practices, the Administration points out. 
And the White House once more will ask 
Congress to clear the way for United States 
membership in the Organization for Trade 
Cooperation. OTC was originated in this 
country. But Congress, paradoxically, has 
refused permission to join the implementing 
organization without which OTC is meaning- 
less: The General Agreement on Tariffs 

and Trade. 





’ Commerce Secretary Sinclair Weeks 





On the one hand he must promote the movement 
for full membership in GATT, and on the 
other he must slow any dangerous trend 
toward tariff liberalizations. The Cabinet 
member appears to consider the latter 
meriting priority of effort. It is argued 
that the European standards of living are 
improving and that the basis for protective 
tariffs is evaporating; that there soon 
will be no need to safeguard against "cheap 
foreign labor." But Weeks takes the view 
that that hoped-for day is not at hand and 
that "Severe competition in certain indus- 
tries" is developing. Congress would like 
to "buy" the first of these theories. It 
would justify cuts in foreign-aid costs. 




















p» The National Feed Dealers Associa- 
tion has found what it considers to be the 
root of agriculture's problems: Too many 
farmers! Allan Kline, director of the 
association, himself a farm-machinery manu- 
facturer and former Farm Bureau president, 
Suggests no cure: "I am in favor of a free 
economy that will let feed dealers or 
farmers go broke or make money. It ought to 
be evident to everybody that our farm plant 
is too big." Association offices here 
corroborated, and added: "Labor unions favor 
fixed price supports for farmers because 
labor doesn't want thousands of farmers 
coming into industrial plants." Department 
of Agriculture figures have been quoted to 
show that eastern Wisconsin dairy farmers 
averaged 30 cents an hour in 1955 and 
western Wisconsin dairy farmers did a little 
better -- 35 cents an hour. 























p There may be trouble ahead for 
industries which locate, or plan to locate 








example, received $2 million a year from the 
Federal government and a like amount from 
the state government for school purposes. 
The Federal law bans segregation; the state 
law bans integration. At one point or the 
other, unless some solution not now in sight 
suggests itself, Norfolk is going to lose 
$2 million a year! Marion Folsom, Secretary 
of Health, Education and Welfare, writes 
checks for many communities in the South 
where Federal aid goes to communities carry- 
ing the extra load of defense workers’ 














families. He says, with profound hope in 
his words: "So far the question hasn't 
come up." 





p» Net realized farm income during the 
third quarter of this year was at an annual 
rate of $11.9 billion, a gain of 8% from the 
third guarter of 1955. These are U.S. De- 
partment of Agriculture figures. They 
covered the months leading up to Election 
Day, but they weren't revealed until after 
the votes had been counted. So the "trend" 
wasn't aided by political considerations. 
As a result of the third-quarter improve- 
ment, the annual average rate for the first 
nine months of this year moved up to $11.7 
billion -- a gain of 4% from the 1955 annual 
rate. 

















* The increase, as reported, marks 
the first in net farm income since 195l. 
Payments under the Soil-Bank Program were 
listed by USDA as an important contributing 
factor. The increase was not isolated, 
the Department said; it extended to embrace 
both crop and livestock marketings. Prices 
of livestock averaged lower but volume 
increase offset this. Farmers have been 
advised that volume increase can be expected 
next year, the same will be true of gross 
income, but expenses will be up, too. Net 
income rise of about 5% in 1957 is pre- 
dicted. Cost items which will cut down the 
net are taxes, labor and equipment prices. 
The reliable Bureau of Agricultural Eco- 
nomics of USDA had this somewhat dampening 
message to the farmer. The increase in 
farm income this year was due to a large 
degree to Government programs, such as the 
Soil Bank and the wool price-support pay- 
ments. This does not mean that the 
farmer's troubles are over or that he can 
expect steadily rising prices for his 
products. 
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Middle East Holds Center of Stage 


By JOHN H. LIND 


The Middle East crisis continues to hold the spot- 
light in world economics. Virtually all other inter- 
national business developments are overshadowed by 
this one event. This may well puzzle some observers. 
For all that has happened economically in the 
Middle East is that one 100-mile canal has been 
blocked and that oil production had to be reduced 
by the equivalent of about 8% of world require- 
ments. 

The fact that a disturbance of such relatively 
small magnitude (in terms of world shipping routes 
and world oil production) has had such major con- 
sequences throughout the world business commu- 
nity illustrates a number of significant points: 


An Interdependent World 


First, world-wide economic interdependence is a 
very real factor. The Middle East may seem to be 
a long way from the Middle West, but a very direct 
link exists between higher prices for heating oil in 
Ohio or Michigan, or a shortage of steel in Pitts- 
burgh and the sunken block ship at Suez or the 
blown-up pipeline in Syria. Secondly, it brings into 
focus the over-towering importance of the Suez 
Canal in world trade. No other canal or waterway 
in the world controls so much of the international 
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flow of trade. Egypt’s Col. Nasser has blocked the 
Suez Canal in order to hurt Britain and France. 
But what he really has done is to give the world a 
dramatic demonstration of how vital this one small 
ditch is for all nations. It should kill, once and for 
all, the idea that it can safely be left in the hands 
of one single country. Only complete internationali- 
zation of the canal can guarantee that the antics of 
one nation will not again throw the economies of 
50 others out of gear. Finally, the Middle East crisis 
has painfully brought home to what extent our 
world now runs on oil. This is a fairly new develop- 
ment. In Europe, for instance, only 8% of total 
energy needs were met by oil prior to World War II. 
Now it already is 19% and within the life span of 
most of us it will yet jump to 35% or 40%. 

Even in this country, coal was the major energy 
resource until after the war. Of the commodities 
entering international trade, oil now definitely holds 
first place and will continue to do so until atomic 
energy becomes an important commercial factor — 
after 1975. 


Effects on American Business 


Here are some of the latest Middle East develop- 
ments of particular interest to American business 
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(earlier ones were reported in 
previous articles in this maga- 
zine) : 


U.S. exporters will be among 
the first (except for the oil and 
shipping industry, of course) to 
feel the effects. Britain and 
France will certainly cut back 
on their less essential dollar 
purchases now that so much of 
their reserves have to be used 
for the purchase of Western 
Hemisphere oil. At the same 
time these two countries. and 
also Holland, are losing dollars 
which they normally earn from 
the export of their oil companies 
in the Middle East. Britain 
alone expects to sustain a dollar loss of $45-$50 mil- 
lion per month, just on account of oil. American 
car exports will be the first to be cut back, not only 
because of the dollar shortage but also because of 
the oil shortage. U.S. car manufacturers expect 
their shipments to Europe in 1957 to drop by 15% to 
40% from this year’s levels. Exports of other U.S. 
consumer goods also will suffer. 





However not all exporters will suffer as a result 
of the dollar shortage in Europe. The U.S. coal in- 
dustry, for instance, is bound to pick up more busi- 
ness. At the moment, we ship coal to Europe at 
the annual rate of over 40 million tons. With the 
growing oil shortage, at least 8-10 million tons more 
will be needed for use in oil-burning equipment 
which can easily be reconverted to coal. Thus, if the 
oil crisis continues for several months, as much as 
10% of our domestic coal output may go to Europe. 
Since our coal mines still have plenty of spare capac- 
ity, they could easily fill this order and still supply 
all domestic needs. 


Our textile industry also will be especially affected 
by the Middle East situation. For one thing, Egyp- 
tian long-staple cotton suddenly has become ex- 
tremely scarce. U.S. companies which need large 
quantities of it are willing to pay almost any price 
to get their hands on it. Other types of Egyptian 
cotton, however, are competitive with U.S. cotton. 
For this, foreign buyers now may have to turn to 
the U.S., since it will undoubtedly be some time 
before Egyptian cotton again will be available in 
sufficient quantities. 


The U.S. oil industry will be affected in several 
ways by the situation. Two effects, the increase in 
U.S. oil exports and the decline in Middle East oil 





production (60% of which is U.S.-owned) already 
have been discussed in previous articles. But little 
attention has been paid to the fact that 35% of 
Europe’s oil marketing and almost a quarter of its 
oil refineries are controlled by four U.S. companies 
—Standard Oil (N.J.), Standard of California, 
Texaco and Socony Mobil. With the current 20%- 
25% reduction in oil consumption, the European 
affiliates of these concerns will be as adversely af- 
fected as the rest of the European oil industry. 


U.S. car manufacturers in Europe face a similar 
situation. The gasoline restrictions have, of course, 
knocked the bottom out of the car market. Britain’s 
big Ford and General Motors plants have both an- 
nounced a sharp cutback in production. The same 
thing has been reported from the Plymouth and 
Dodge assembly plants in Sweden. 


Higher costs for imported iron ore, manganese, 
and chrome will help push U.S. steel prices up. 


Finally, there is the question of our financial aid 
to Europe. Contrary to some reports, this will not 
amount to a large sum, unless the situation takes 
a very unexpected turn. There is little doubt that 
we will grant Britain’s request for a waiver on the 
$82 million interest owed us for 1956 on our loan 
of 1946. The International Monetary Fund has au- 
thorized Britain to draw up to $1.3 billion. There 
may also be some Export-Import Bank loans to fi- 
nance European oil purchases. But the talk of an- 
other Marshall Plan for Europe or a loan of $1 bil- 
lion for Britain alone is vastly exaggerated. This 
was also the view of Treasury Secretary Humphrey 
in a recent speech. Europe may need more dollars 
than it now has to tide it over the crisis, but it does 
not all have to come from our national pocket-book. 
Britain, for instance, which seems to be most hurt 
by the dollar shortage has still almost $2 billion 
worth of gold and dollars in its reserve. While this 
is less than at any time in the last four years, it is 
nevertheless a sizable amount for a reserve fund 
and what, after all, is the purpose of a reserve if 
not something to draw against on the rainy days? 
But even if Britain should need a loan, it could 
easily get up to $560 million from the International 
Monetary Fund. Furthermore, it has nearly $1 bil- 
lion of American securities. It could sell some of 
those, as it did during World War II. 


Thus, while we have not been deeply affected by 
the Middle East situation (except for our oil pro- 
ducers, of course) it has already touched a good 
many sectors of our economy, some favorably and 
some unfavorably. As to future developments, the 
only thing that can be said is that if lack of oil and 
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shipping space should push Europe into a real eco- 
nomic depression we would feel it too, although 
to a much smaller extent. 


Economic Troubles in Eastern Europe 


The world’s other major trouble zone, Eastern 
Europe, also has an economic story behind the ban- 
ner headlines about revolution, counter-revolution 
and the continuing turmoil of the Soviet satellites. 
In Poland there is presently both a food crisis and a 
coal crisis. The country’s grain harvest fell some 3 
million tons short of the set target. 

One of the main tasks of Wladyslaw Gomulka, 
the new First Secretary of the Polish Communist 
party, during his recent trip to Moscow was to ask 
the USSR to make up some of the deficit by sending 
at least a million tons as emergency aid. But, accord- 
ing to some reports, Moscow is holding out on the 
shipment pending “settlement” of political differ- 
ences between the two countries. Gomulka probably 
would welcome an American loan offer which would 
strengthen him vis-a-vis the Kremlin and would also 
demonstrate to the Polish people that starvation 
is not the only alternative to reliance on the Soviet 
economy. 

The loan currently is under serious discussion 
in Washington. We do, of course, have enough sur- 
plus grain to meet all of Poland’s deficit. But our 
foreign-aid program is not exactly flexible, espe- 
cially when it comes to countries which are inter- 
nally pro-Communist but are trying to free them- 
selves from the clutches of Soviet Imperialism. 

In the case of Yugoslavia, which has received 
U.S. aid for the last eight years, the situation had 
been simplified by the clear-cut break between Mos- 
cow and Belgrade in 1948. In Poland the break is 
more subtle and therefore less obvious. 

Still, the chances are we will give Poland a loan. 
In fact, the Administration may even act before 
Congress comes back because of the urgency of the 
matter. Nevertheless, the basic problem remains 
and Congress will have to deal with it, namely: 
Should we give aid to a Communist country in or- 
der to weaken the unity of the Soviet bloc? 


Coal Shortage in Poland 


Meanwhile, Poland’s coal shortage seems to be 
even worse than its grain shortage. The country 
had been scheduled to produce about 100 million 
tons and export 25 million last year. This year pro- 
duction, instead of rising, fell to 96 million tons 
and exports dropped to 19 million. Since all exports 
now are paid in hard currency (previous to the 
change in regime last October, Russia had paid 
virtually nothing for its coal imports from Poland) 
this means a loss of over $100 million for Poland. 
Next year the drop in exports probably will be even 
sharper. Incidentally, the main beneficiary of lower 
Polish coal exports is the U.S. coal industry, which 
picks up most of the unfilled Polish coal orders from 
Western Europe. 


Hungarian Uranium Deposits 
Under a secret agreement some two years ago, 
the former Hungarian regime granted the USSR 
exclusive rights to all uranium deposits which, ac- 
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cording to the Hungar- 
ian Atomic Energy Com- 
mission, are very con- 
siderable. Soviet requi- 
sitioning of the country’s 
uranium ore, without 
even informing the Hun- 
garian government of 
any aspects of the min- 
ing operations, has 
played the same role in 
Hungary in stirring up 
popular feelings against 
the Russians as did the 
compulsory coal deliveries in Poland. Workers’ dele- 
gations from all over the country have demanded 
world market prices for the uranium ore shipped 
to the Soviet Union until such time as the country 
is in a position to set up an atomic establishment 
of its own. 

If Russia should lose control over its East Euro- 
pean satellites it would probably find itself short of 
uranium for its vast atomic energy program. About 
one-third of her entire needs of this precious ore 
is being supplied by East Germany and much of 
the balance comes from Hungary, Czechoslovakia, 
Bulgaria and Romania. Perhaps, here lies a clue to 
Soviet tenacity in holding on to her East European 
empire in the face of ever-growing popular hos- 
tility: She may not be able to afford the loss of her 
exclusive control over the area’s uranium deposits. 





U.S. Capital Eyes Costa Rica 


While Europe and the Middle East get the head- 
lines, we note interesting developments in Latin 
America. Costa Rica, the smallest republic in the 
Western Hemisphere (population a million) suddenly 
is coming to the attention of American business cor- 
porations. The most immediate and dramatic reason 
was the big oil discovery by the Union Oil Co. of 
California near the Panamanian border last fall. 
Though the original flow of 2,000 barrels daily from 
Union Oil’s second well now has been considerably 
reduced by salt water encroachment, the company 
has had at least two other oil strikes in the area. 
Spurred by these developments, nine foreign oil 
companies—most of them U.S.-owned—are expected 
to bid for new oil concessions in Costa Rica. 

Meanwhile, other mining news from the tiny Cen- 
tral American state concern the discovery of a large 
deposit of high-grade bauxite by the Kaiser Alu- 
minum Co. According to reports from San Jose, 
Kaiser is prepared to make very large investments 
if granted the right to exploit the mine. 

In the field of agriculture, Costa Rica is expected 
to benefit from investment of up to $17 million by the 
Standard Fruit & 
Steamship Co. to 
develop the coun- 
try’s banana pro- 
duction. All these 
projects would be a 
tremendous boon to 
the economy of Cen- 
tral America’s most 
democratic country 
and forge another 
Good Neighbor link. 

END 
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(Editor’s Note: This is the second and concluding 
instalment of a study of 100 active stocks. The initial 
instalment appeared in the issue of December 8.) 


I, the first part of this article we covered such 
industries as aircraft, automotive, building, chemi- 
cals, electrical equipment and paper. 

As was pointed out at the outset, portfolio apprais- 
als are in order at this season of the year because 
of tax considerations. Since there are only a few 
business days left before the calendar tax period 
ends, investors must bestir themselves if they are 
to take full advantage of the means open to them. 

While no figures, of course, are available, there 
are indications that this was a year of heavy tax 
selling—heavier than in many years. 

If we have, in the initial instalment and in the 
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A Timely Appraisal of 


100 
Leading Stocks 


Looking to the Year Ahead 
By WARD GATES 


Part II 


present concluding story, placed major emphasis on 
selectivity and pursuit of a cautious investment pol- 
icy, this has been done with due deliberation. We 
are not unmindful that Government bonds and tax- 
exempt, seasoned municipal bonds are pushing 
closer to common-stock yields. While it is true that 
only a minority buys stocks primarily for income, 
the yield factor operates to restrict appreciation 
potentials. It also tends to justify a more conserva- 
tive tendency in market capitalization of earnings. 


Foreign Tension Worries Investors 


The foregoing has been very much in the mind of 
the investment community at this season when the 
tax-gatherer draws nigh. 

This is a year, however, in which tax considera- 
tions, important though they be, are overshadowed 
for the investor by the changes in the national econ- 
omy growing out of the foreign situation. Indeed, it 
is this factor that must be a prime consideration in 
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any investment reckoning. 

Ever since Col. Nasser of Egypt seized 
the Suez Canal in July, followed by diplo- 
matic haggling and finally by the Anglo- 
French-Israeli action against Egypt, the 
stock market has been extremely sensitive 
to overseas developments. While a settle- 
ment of sorts appears to have been 
reached, there is considerable fear that 
the dust has yet to settle in the Middle 
East and, for that matter, in Eastern 
Europe. 

Important market changes have oc- 
curred in the past few months and more 
impend. Many laggards came to the fore 
in the closing months of 1956—shipping, 
shipbuilding and sugar stocks are ex- 
amples. They stirred little interest in the 
boiling market of 1955. Domestic oil 
shares also got a fillip in recent weeks from 
the Middle East troubles, which led to the 
blocking of the Suez Canal and the de- 
struction of oil pipelines, creating an un- 
usual demand for American oil products. 

On the other hand, the automotive and 
appliance issues, which rode the buoyant 
crest of the bull market last year, have 
been considerably less popular in 1956. 


Domestic Economic Clouds 


While we have cited the foreign ten- 
sions, which are particularly severe in the 
Middle East and Europe, it would be a 
mistake to suppose that other factors do 
not make for cross-currents in the mar- 
ketplace. Long before the flare-up inside 
the Soviet satellite states of Poland and 
Hungary and at the Suez Canal, there was 
growing concern at home over the effects 
of tight money, the wage-price spiral that 
caused considerable erosion to corporate 
profit margins, the bitter competition 
from foreign sources that hit a number of 
industries and the considerable downturn 
in such fields as motor cars (now on the 
way back) and home-building (still lag- 
gard). 

These problems and many others re- 
main with us, although their degree varies. 
They will not be dispelled to any appre- 
ciable degree by the current troubles 
abroad, although some sectors of the econ- 
omy may find their plight eased. 

Thus, the market for petroleum prod- 
ucts should firm as a consequence of Eu- 
rope’s oil dearth; defense orders could 
give a lift to some few plants with idle 
facilities; shipbuilding should be stimu- 
lated by the rising need for oil tankers, 
especially the supertanker variety. Not a 
few industries, of course, will sustain a 
setback as foreign lands clamp down on 
all but the most vital dollar imports. 


The Highs and Lows 
To repeat what was set forth in the 
initial instalment of this study: No one 
has ever learned to determine the exact 
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Market Valuation of 100 Leading Stocks 



































(Part Il) 
Estimated Price-Times 
Earnings _—Indicated Earnings Ratio | 
Per Share 1956 Recent Sept. Recent Div 
1956 Dividend Price 1953 Price(*) Yield | 
| 
RAILS: 
Atchison Top. & Santa Fe $ 2.80 $1.60 26 5.8 9.2 6.1% 
Atlantic Coast Line 5.75 2.00 47 6.6 8.1 42 | 
Gulthaone & Ohio 6.50 2.50 48 21.0 7.3 5.2 | 
Chesapeake & Ohio 8.25 3.62'2 68 6.0 8.2 5.3 | 
Chicago, Milw., St. P. 2.50 1.50 17 7.2 6.7 8.8 
Chicago R. |. & Pac. 5.70 2.70 37 3.9 6.4 7.2 
Illinois Central 7.75 3.62'2 59 3.6 7.6 6.1 
N. Y. Central 7.00 1.56! 34 3.6 48 4.5 
N. Y. New Haven & Hart. 13 7.5 
Northern Pacific 4.25 1.80 36 8.3 8.4 5.0 
Penna. R. R. 3.25 1.55 22 6.4 6.7 7.0 
Seaboard Air Line 4.70 2.50 36 8.9 7.6 6.9 
Southern Pacific 5.75 3.00 46 5.2 8.0 6.5 
Southern Railway 6.00 2.60 42 6.7 7.0 6.1 
Union Pacific 3.15 1.60 29 6.6 9.2 5.5 
UTILITIES: 
Amer. Gas & Electric 2.15 1.41- 36 10.4 16.7 3.9 
American Tel. & Tel. 12.25 9.00 167 13.4 13.6 5.3 
Cleveland Elec. Illum. 2.80 1.60 41 12.1 14.6 3.9 
Commonwealth Edison 2.75 2.00 40 13.8 14.5 5.0 
Consol. Edison 3.15 2.40 44 12.5 13.9 5.4 
Consumers Power 3.25 2.20 47 11.7 14.4 4.6 
Florida Power & Light 2.50 1.22 45 10.4 18.0 a7 
Niagara Mohawk Power 2.25 1.80 31 12.3 13.3 5.8 
Pacific Gas & Electric 3.40 2.35 49 11.5 14.4 47 
Southern Calif. Edison 3.45 2.40 46 12.6 13.3 5.2 
West Penn. Electric 2.15 1.40 26 12.4 12.0 5.3 
*—Based on 1956 earnings per share. 
+—Most rail earnings given here, are after sinking funds. 
1_Plus 1/21 sh. of U. S. Freight. 
*—Plus stock. 
389 























Market Valuation of 100 Leading Stocks 
(Part Il) — (Continued ) 


PETROLEUM: 

Cities Service 

Gulf Oil 

Phillips Petr. 

Sinclair Oil 

Socony Mobil Oil 
Standard Oil of Calif. 
Standard Oil of Indiana 
Standard Oil of N. J. 
Texas Co. 


” 


Union Oil of Calif. 


RUBBER: 

Firestone Tire & Rubber 
Goodrich (B. F.) 
Goodyear Tire & Rubber 


U. S. Rubber 


STEELS: 

Allegheny Ludlum 
Armco Steel 
Bethlehem Steel 
Colorado Fuel & Iron 
Inland Steel 

Jones & Laughlin 
National Steel 
Republic Steel 


U. S. Steel 


Youngstown Sheet & Tube 


Estimated 

Earnings 

Per Share 
1956 


$ 5.70 
10.00 
3.10 
5.90 
5.70 
4.15 
5.00 
4.10 
5.25 


4.00 


7.30 
5.25 
6.00 


6.15 


4.50 
6.60 
18.00 
4.74! 
10.15 
7.00 
7.25 
5.70 
6.75 


12.00 


Indicated 
1956 Recent 
Dividend Price 


$2.40" 66 
2.50° 105 
1.60 51 
3.00 59 
2.50 52 
1.65 44. 
1.40- 59 
2.10 35 
2.35 55 
2.40" 57 
2.60 86 
2.20 69 
2.40 75 
2.00° 46 
2.00 56 
2.55 66 
8.50 173 
2.00 33 
4.25 90 
2.50 60 
4.00 72 
2.622 55 
2.60 71 
4.50 104 


*—Based on 1956 earnings per share. 


1— Actual. 


2—Plus 1/65 sh. S$. O. N. J. 


3—Plus stock. 


Price-Times 
Earnings Ratio 
Sept. Recent 
1953 Price(*) 
5.4 11.5 
5.7 10.5 
9.1 16.4 - 
5.4 10.0 
5.6 9.1 
7.4 10.5 
8.0 11.8 
7.0 13.4 
6.9 10.4 
6.0 14.2 
4.5 11.7 
7.3 13.8 
4.1 12.5 
4.4 7.4 
5.6 12.4 
4.6 10.0 
3.3 9.6 
47 6.9 
5.2 8.8 
4.0 8.5 
5.9 9.9 
4.3 9.6 
4.3 10.5 
3.6 8.6 


Div 
Yield 


3.6% 


2.3 


~ 3.1 


5.0 
4.8 
3.7 
2.3 
3.8 
4.2 


42~ 


3.0 


3.2 


4.3 


3.5 
3.8 
49 
6.0 
47 , 
4.1 
5.5 
4.8 
3.6 


4.3 

















price at which an issue is too high or too 
low. Still, through a practical means of 
comparison available to the investor, it can 
be determined that some stocks look high 
in comparison to others in their group and 
others look low. This may turn out to be 
deceptive after an appraisal of all of the 
relevant factors, but the mere fact of dif- 
ference in market valuation is important 
in itself. 

It is of vital importance to the investor 
that he guard against considering a stock 
high or low on the basis of market price 
alone. Some stocks can be quite cheap at 
seemingly high market prices and others 
dear at low market levels. 

There are two convenient yardsticks 
which, though by no means conclusive, 
often serve as a practical guide. These 
are the well-known price x earnings ratio 
and the percentage yield. 

The price x earnings ratio of a stock 
should be compared with the ratio for 
other stocks in its group for an informed 
opinion as to its investment status. 

This will be particularly significant if 
the comparison shows that over a period 
the price x earnings ratio for the stock is 
substantially higher or lower than for 
other stocks in its group. Thus, if stock A 
consistently sells at a price 20 to 30 times 
earnings and stock B sells at only 10 or 15 
times earnings, the question must be 
asked: Why does stock A normally receive 
a so much higher market rating than 
stock B? 


A Guide to Market Action 


This is extremely important to know, 
for it may be a guide to future market 
action. A stock with a consistently higher 
market valuation normally “‘acts better in 
a declining stock market than an issue 
with a lower market valuation and, also, 
it tends to rally much more quickly when 
the market resumes its upswing. The 
reason for this is that stocks with the best 
investment rating (best price x earnings 
ratio) generally meet with the strongest 
market support from important interests. 
Correspondingly, stocks with an inferior 
investment status are accorded less sup- 
port. P 

It is suggested that tht reader examine 
the accompanying table, which compares 
the price x earnings ratio of 50 active 
stocks, out of 100 stocks under review in 
this survey. (The previous 50 were pre- 
sented in the issue of December 8.) 

This table shows not only the current 
price x earnings ratio of each stock, but 
compares it with its ratio that prevailed 
when the market started its long climb, 
back in September, 1953. The comparison 
enables the reader to determine how close- 
ly market price has kept pace with earn- 
ings, where there have been apparent ex- 
cesses and where the price, relatively, has 
not kept pace (Please turn to page 414) 
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—What’s Been Happening 
And What Lies Ahead 


By GEORGE E. CRUIKSHANK 


The bond market—second fiddle to the stock market 
for years—has finally come into its own. The reason 
why is simple enough: Investors, on the lookout for 
the highest yields at the least risk, simply can’t af- 
ford to ignore the fancy rates offered on the bonds 
of corporations, state and local governments, and 
Uncle Sam. 

For years, when bonds were yielding from 114% 
to 214% and equities offered 5% to 6%, there was 
relatively little investor interest in the bond market. 
In the past year, however, investor interest has 
really perked up as bond yields have soared beyond 
the return available on many top-grade stocks. 


Whetting Investor Interest 


It’s easy to understand this interest—not only 
from investors but also from borrowers who have 
to pay high interest costs—when you glance at the 
financial pages of newspapers and see headlines like 
these: “Highest Borrowing Cost Since the Thirties 
for Big Utility”; “Municipal Bond Yields Rise to 
19-year High”; “Treasury Offers 314% Certificate 
to Pay Off Maturing 2%%s.” 

Other recent financial news items point up the 
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heightened interest in the bond market even better. 
The same day one newspaper was telling its readers 
that there were quite a few common stocks that 
yielded a mere 2% or less, another paper noted that 
AA-rated corporate bonds were yielding 414% or 
better and that the Treasury 27s, due in June of 
1958, were yielding more than 3.7%. A related item 
the same day: Michigan tried to sell tax-exempt 
bonds at a 314% yield—and had to postpone the issue 
because it failed to receive bids. As recently as last 
September, Michigan successfully sold a batch of 
re at a net interest cost considerably lower: 
04%. 

What’s been behind these developments that have 
awakened investor interest in the bond market? 
Even more important, but more difficult to assess: 
Will the bond market continue to warrant investor 
attention? Or will it slip back again to playing sec- 
ond fiddle to the stock market? 


Record Demand for Credit 
As to the first question—the reason for the rise in 
bond yields—the answer boils down to one thing: 


The terrific demand for credit stemming from the 
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business boom. De- 
mand for funds to pay 
for such things as 
roads, schools, plants 
and equipment, autos, 
homes, and appliances 
has been greater than 
the amount of savings 
that has been stored 
up. As demand for Sine inscteimctties 
credit has exceeded Discount Rate (F.R. of N.Y.) 
supply, the cost of hir- 
ing money has gone up. 

The Federal Re- 
serve banks, of course, 
could have filled the 
gap between demand 


with year-ago levels. 


91-day Treas. bills (new issue) 


Prime 4-6 mos. comm’! paper 








What has happened to interest rates is sum- 
marized in the table below. It compares the current 
pattern of short-term money rates with rates at the 


peak in June of 1953, at the lows in July, 1954, and 


June 5, July 17, Dec. 7, 
1953 1954 1955 1956 


2.42 0.70 2.47 3.10 
Prime 90-day bankers acceptances 1.88 1.25 2.38 3.25 
2.75 1.38 3.00 3.63 
Sales finance co. paper 90-179 day 2.50 1.25 2.75 3.38 


same time, the Federal 
Reserve would be try- 
ing to prevent excesses 
from developing in the 
economy by sticking to 
a restrictive credit 
policy. A falling off in 
the business pace, on 
the other hand, would 
have the same two- 
pronged effect, but in 
reverse — credit de- 
mand would decline 
and the Fed would 
ease up on the money- 
supply curbs. In a nut- 
shell: If business 


Dec. 7, 


1.50% 2.50% 3.00% 














and supply of funds z 





by pumping additional 

credit into the economy. But with the economy op- 
erating at or near capacity more credit would not 
have led to increased production but would just have 
increased demand and put more pressure on prices. 
The Fed’s credit policy has had to be restrictive to 


keep the boom from getting out of hand and, sooner . 


or later, turning into a bust. Its aim has been, not 
to kill off the boom but simply to contain it so price 
stability can be maintained. 

Federal Reserve credit controllers have kept a 
tight rein on credit by steadily increasing charges 
on loans to member banks and through restrictive 
open-market operations which have kept commer- 
cial bank reserves under pressure. 


Demand Remains at Peak 


Despite Central Bank efforts to hold down the 
supply of credit, and the higher cost of borrowing, 
demand for funds has continued at record levels. In 
order to get funds to loan out, banks have had to sell 
billions of dollars worth of Government security hold- 
ings—some $5 billion in the last year alone. Funds 
from these sources, together with deposits, still 
haven’t been great enough to take care of all those 
wanting credit, so the banks have had to turn down 
many borrowers. 

In the capital markets, record plant and equip- 
ment outlays have been reflected in congested calen- 
dars of debt and equity issues coming to market. 
Climbing interest costs have led to the postpone- 
ment of some issues. Other borrowers have turned 
from the capital market to the banks to get funds 
to finance capital outlays. 

The cost of borrowed money through bonds has 
likewise gone up. The average yield on representative 
municipals for the week ended December 5, stood at 
3.45 %—as against 2.68% a year earlier. AAA corpo- 
rate bond yields averaged 3.72% for the week ended 
December 5, compared with 3.13% in the same period 
last year. 


A Look Ahead 


So much for the past; what’s the outlook for the 
bond market? Will bond prices continue to drop, 
thus pushing yields even higher? No one can say 
for sure, of course, but one thing is certain: It will 
depend mostly on the 1957 business pace. 

Another boom year would mean another period 
of heavy competition for the lender’s dollar. At the 
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booms, it will be bear- 
ish on bonds; if busi- 
ness dips, it will be bullish on bonds. 

Economic forecasts are never easy and when the 
international situation is as threatening as it is now 
the task is considerably more difficult. What most 
forecasters do is to make a prediction and hedge it 
with the old standby “barring outbreak of a major 
war.” 

Most economic seers are optimistic about 1957 
business prospects. According to the annual F. W. 
Dodge Corp. survey of economists’ opinion, for ex- 
ample, 1957 will be the best business year in his- 
tory, at least in dollar terms. Rising prices will re- 
duce the amount of increase in real output over 1956. 

Grover Ensley, executive director of the Joint 
Economic Committee of Congress, expects that the 
gross national product, which was at a $413.8 bil- 
lion annual rate in the third quarter, will total $430 
billion to $440 billion in 1957, including the effects 
of a moderate price rise. Consumers will account for 
the bulk of the increase in spending, while higher 
prices and increased defense and public works ex- 
penditures will boost total Government purchases 
about $5 billion. The 5% to 7% over-all increase 
foreseen for 1957 is about the same as this year’s 
gain over 1955. 

Underlying most forecasts of sustained growth 
is the expectation that business will continue to 
invest heavily. The Government estimates capital 
outlays in the first quarter of 1957 will be at an 
annual rate of $38 billion, compared with $37.3 bil- 
lion in the final quarter of this year. Some idea of 
what plant and equipment spending means in terms 
of capital can be seen in the 1957 plans of the Bell 
Telephone System. It plans to increase its outlays 
to $2.5 billion, from $2.2 billion in 1956. Bell’s pro- 
jected program, largest ever undertaken by any 
business, will require an average of $125 million in 
new capital every month. 

On top of the heavy capital needs of business in 
1957 must be placed the prospective demands of 
state and local governments. Voters approved in 
November the issuance of more than $2.5 billion new 
debt securities—the largest amount ever recorded. 


Some Bears About 


Not everyone, of course, sees nothing but blue 
skies ahead for the nation’s economy. A number of 
respected business leaders, bankers, and economists 
have raised the question of whether the economy 
may bein trouble because (Please turn to page 411) 
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At a time when the general economy has been 
sustained at a high level, such as during the last 
five years or more, the casual observer, into which 
category, unfortunately, fall many inexperienced 
investors, is prone to assume that all good-grade 
common stocks will show year-to-year earnings gains 
and higher dividend payments that will be reflected 
in these issues moving in unison to higher market 
prices. 

This is an entirely erroneous assumption. Even 
the best-grade equities, so far as prices are con- 
cerned, are not immune to the vagaries of the stock 
market. In this respect, issues that may be outstand- 
ing long-range growth stocks are likely to react 
marketwise, even if only temporarily, because of 
wholly extraneous factors. Earnings, too, may fluc- 
tuate from one year to the next for one reason or 
another, which might be because of a non-recurring 
charge against net income or a work stoppage in 
its own plants or that of a supplier, thus cutting off 
a source of critical material and disrupting normal 
operating schedules. Such a condition, more often 
than not, can be highly detrimental to a year’s net 
income. 
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Companies With 
Steady Rise Over 
A Five-Year Span 








By WARD GATES 


These and 
against any 
advance in the market value of its shares and year- 
to-year gains in per-share earnings. This is par- 
ticularly true over the last six years. 


other possible 
company 


developments work 
showing an uninterrupted 


Some Rare Performers in Market 


In the first three years of this period, or from 
1951 through 1953, the Excess Profits Tax, which 
was put into effect following the outbreak of a shoot- 
ing war in Korea, exacted a heavy toll upon cor- 
porate net earnings. This tax was piled on top of a 
normal Federal income levy, a combination that, in 
some instances, brought payments to the Govern- 
ment in one year to two to three times as much as 
specific companies were able to show for their com- 
mon stocks. For many companies, the entire five-year 
period was one of increased expenditures on re- 
search, start-up expenses in connection with new 
products or new facilities, and in many instances 
carrying out of broad modernization and expansion 
programs. Although a substantial portion of the cost 
of this latter program has been covered by Certifi- 
cates of Necessity, permitting fast amortization 
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charges, such write-offs, while allowing some cur- 
rent savings in Federal income tax, also have re- 
duced reported per-share earnings in each year 
during the life of the certificates. 

Obviously, all these factors, both separately or in 
various combinations, disrupted the earnings trend 
for many companies, while for others they slowed 
down what would have been normal progress under 
other circumstances. Despite these influences, a 
number of other companies demonstrated outstand- 
ing earnings ability, per-share earnings increasing 
in each year beginning with 1951 through 1955 with 
indications, based on estimated 1956 results, that 
the uptrend carried through the current year. 


Cash, Stock Dividends, Stock Splits 


Paralleling this expansion of earning power has 
been the ability of the majority of these companies 
to increase the amount of dividend payout on their 
common stocks, many of them in every year of the 
last six. This was accomplished either by actual in- 
crease in the cash rate, or through distribution of 
stock dividends as high as 50% or more, or through 
stock splits of 2-for-1 or better. In some instances, 
share-owners benefited from all three methods, being 
the recipients of stock dividends before or after the 
stock split and then having the cash dividend on 
their increased holdings raised to a higher rate. 

To this achievement of establishing a perfect 
record by maintaining an uptrend in yearly earnings 
and dividend distributions, a number of companies 
further perfected their score by the action of their 
common shares in the market, these issues register- 
ing new highs in every one of the six years, includ- 
ing 1956 to date. 

In the accompanying tabulation of 18 companies, 
12 over this period of time had perfect records as 


regards earnings increases, higher dividend payouts 
and new highs in market prices in each year. This 
is an accomplishment that is nothing short of the 
phenomenal, considering that regardless of how 
great the merit of a corporate equity from the stand- 
point of its growth potential or as an investment, 
its market course is seldom consistently upward. 
Such issues are susceptible to forces of a temporary 
nature that, while having no direct bearing upon a 
specific stock, will for the time being disrupt the 
price movement. This is exemplified by the market 
action of several other companies, which also are 
included in the tabulation because of their consistent 
uptrend in earnings and dividends, although they 
did falter in one year, or failed to register a suc- 
cession of yearly new highs, only to resume the 
uptrend in the following year. 


A Few Faltered Temporarily 


For instance, Standard Oil Co. (California), which 
in 1951 sold at a high of approximately 2714 (ad- 
justed to reflect the 2-for-1 stock split in June of 
1956), moved up in 1952 to 32,4 and then in 1953 
dropped to 295%, its highest level for that year. In 
1954, however, the issue resumed its upward course, 
reaching a high of 39% and continued to add to its 
market value, reaching, with but minor setbacks, a 
1955 high of 4932, which was bettered by a high 
to date this year of 5814. In the interim, both earn- 
ings and dividends in each year, adjusted for the 
2-for-1 1956 stock split, also moved steadily higher. 
From an adjusted $3.03 a share in 1951, net income 
has increased to an estimated $4.15 a share for 1956, 
while dividend payments, also adjusted, have in- 
creased from $1.30 a share to this year’s $1.65 a 
share. 

R. J. Reynolds Tobacco (Please turn to page 408) 









































394 


18 Companies In Major Dividend & Earnings Uptrend 
NOTE: All Dividends and Per Share Earnings Adjusted for Stock Splits and Stock Dividends 
1956 nss— =1954—_ ——1953———_, —__1952—_—_-. —_—_1951_—__ 

Estimated 

Earnings Earnings Earnings Earnings Earnings Earnings High Price Recent 

Per Share Divieend Per Share Dividend PerShare Dividend Per Share Dividend Per Share Dividend PerShare Dividend To Date Price 
American Can $3.20 $2.00 $3.04 $1.55 $2.53 $1.55 $2.56 $1.40 $2.25 $1.26 $2.75 $1.25 49% 4012 
Armco Steel 6.10 2.55 6.05 1.95 3.93 1.50 3.25 1.50 3.01 1.50 3.35 1.50 6734 66 
Columbia Broad. “A”. 1.85 .88 1.76 75 1.53 .60 30 59 90 50 .80 .50 337% 322 
Continental Can 3.95 1.80 3.22 1.50 2.76 1.35 2.15 1.20 2.11 1.00 2.31 1.00 5512 4612 
Ex-Cell-O 7.95 2.00 5.41 2.00 5.20 95 3.53 65 3.38 .80 2.62 .80 96 8712 
Florida Pwr. & Lt. 2.55 1.22 2.05 1.025 1.75 875 1.54 .80 1.42 725 126 70 50% 46" 
Genl. Amer. Transp. 5.65 3.15 5.25 2.825 4.79 2.625 3.38 1.875 3.03 1.75 2.88 1.75 71% 6712 
General Dynamics 3.60 1.60 2.82 1.43 3.15 1.08 2.34 75 1.91 75 1.51 33 59% 59% 
General Foods 3.85 1.775 3.31 1.55 2.64 1.375 2.33 1.325 2.16 1.20 1.76 1.20 50% 44\%4 
Gillette 3.40 2.25 3.13 2.00 2.77 1.75 2.18 1.375 1.67 1.25 1.80 1.25 54% 45 
Houston Lt. & Pwr. 2.891 1.33 2.40 1.19 2.19 1.14 1.90 1.00 1.70 86 1.33 72 57% 51% 
Ingersoll Rand 5.60 3.50 4.54 3.00 3.80 2.50 3.56 2.33 3.36 2.00 3.27 2.00 8534 77% 
Nat'l Dairy Prod. 3.00 1.75 2.98 1.60 2.77 1.55 2.32 1.50 2.11 1.50 2.08 1.45 425% 37 
Reynolds Tobacco B 5.80 3.10 5.05 2.60 4.19 2.40 3.12 2.00 2.90 2.00 2.92 2.00 5734 54 
Shell Oil 4.50 1.86 4.14 1.82 4.01 1.70 3.76 1.36 2.02 1.36 1.22 1.36 100% 90 
Standard Oil (Calif.) .. 4.15 1.65 3.66 1.50 3.52 1.50 3.31 1.50 3.04 1.50 3.03 1.30 5812 46% 
Texas Utilities 2.281 1.28 2.06 1.48 1.93 1.04 1.66 965 1.56 865 1.34 69 42% 37% 
United Aircraft . 7.40 3.00 6.14 2.75 5.11 2.33 4.15 1.83 3.45 1.33 2.71 1.33 94% 92M% 
1—Actually reported for 12 mos. ended Oct. 31, 1956. 
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For Monthly 


li was Mr. Micawber, the Charles Dickens char- 
acter in “David Copperfield” who, while “waiting for 
something to turn up,” showed he wasn’t altogether 
impractical when he advised: ‘“‘Annual income 20 
pounds, annual expenses 19-19-6, result happiness. 
Annual income 20 pounds, annual expenses 20-0-6, 
result, misery.” 

Micawber’s reasoning on the subject of income and 
outgo, as any one who has gone beyond grade-school 
arithmetic knows, was elementary. The individual 
most likely to live within his income is he who is the 
recipient of a regular pre-determined sum weekly, 
bi-weekly or monthly from his job or his invest- 
ments. This very regularity marks off boundaries 
over which he has learned not to step. 


Income Regularity Creates Stability 


On the other hand, the individual who most fre- 
quently finds himself in a financial strait-jacket is 
he who, from time to time, is the recipient of a little 
“extra” income from interest or dividend payments. 
This “extra” too often is regarded as a “windfall” 
to be spent freely, usually as a down-payment for 
something on which the unpaid balance not only 
puts his budget all awry but proves to be a back- 


DECEMBER 22, 1956 





Income 


Oe Geeeseeecnec Secetee ‘ 
e 


oe @088 600 
CORP RO SCC COMER O TE ES 
seee Sot teeecees 


By HAROLD 


WIELAND 


breaking load for his fixed weekly or 
come to carry. 

Perhaps this being momentarily carried away can 
be excused by the sense of affluence the “‘windfall’”’ 
has fleetingly created. The aftermath, however, is the 
realization that irregularity of income tends to pro- 
mote irregularity in spending and that it is much 
more desirable to spread income return from secu- 
rity holdings over as much of the year as is feasible. 
Achieving this purpose will not only simplify budg- 
eting of income, but endow the individual with a 
greater sense of security. 

This is particularly desirable for the man or 
woman still active in a job or profession, wishing 
to augment regular income and more particularly 
for the incapacitated, the widow and those who have 
retired on a pension or otherwise. 

Of course, it goes without saying that those in 
the latter group should not have a'l their funds in 
common stocks, no matter how g:eat may be the 
urge to increase income. A good balance would be 
to have about 50% of investment funds in equities 
such as those making up the two accompanying 
tabulations, with 30% of the remainder of such 
funds in high-grade, readily marketable bonds, and 
20% in Government bonds and in savings banks. 


monthly in- 
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Investment Plan for $200 Monthly Income 

















Estimated 

1956 Divs. Recent 

Incl. Extras Cost Per 
Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 100 Shares 100 Shares 
Amer. Home Products ..$ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 35 $ 500 $11,900 
Boston Edison 70 70 70 70 350 5,000 
Corn Products Ref. 35 35 35 35 150 2,800 
Guaranty Trust (N. Y.) 80 80 80 80 400 8,500 
Illinois Power 65 65 65 65 260 5,400 
Sunshine Biscuit 100 100 100 100 400 6,900 
Union Tank Car 40 40 40 40 160 2,900 
Wrigley (Wm.) Jr. Co. 25 25 25 25 25 25 25 25 25 25 25 25 500 8,400 
Yale & Towne Mfg. 37.50 37.50 37.50 37.50 150 3,000 
Totals $212.50 $195 $200 $212.50 $195 $200 $212.50 $195 $200 $212.50 $195 $200 $2,870 $54,800 
NOTE: Dividends shown in monthly columns are 1956 regular distributions by respective companies on 100 shares of stock. Extras paid in that 

year are included in the “Estimated 1956 Dividend” column only. Approximate yield on the latter basis is 5.25%. 





























This latter 20% would represent a readily available 
source of cash to be drawn upon in the event of an 
emergency. 


Other Advantages From This Method 


In addition to the advantage of establishing a 
monthly income through this plan of investing, the 
individual will find from the outset that he is giv- 
ing more careful consideration to the type of stock 
he is buying and no longer, (if he was so inclined 
in the past) given to indulging in snap judgments, 
or being influenced by unfounded rumors in buying 
or selling. Under this method, which is actually 
planned investing, the investor has a greater knowl- 
edge of the stocks he owns and therefore is more 
likely to take a continuing interest in keeping fully 
informed as to changing conditions that could have 


a favorable or unfavorable bearing on any one of 
the stocks in his portfolio. 

In other words, the very fact that he is receiving 
dividend checks every month instead of sporadi- 
cally makes his investment a live project, thus re- 
ducing the tendency to forget about his holding of 
this or that stock during the lulls between dividend 
payments. 


Plan For $200 Monthly Income 


A plan, designed for the investor whose objective 
is a monthly income of approximately $200 from 
investments, is made up of the common stocks of 
nine companies which, with the exception of the 
two public utilities listed, operate in well-diversified 
fields. Without exception, each company in this tab- 
ulation has established a (Please turn to page 410) 




















Investment Plan for $400 Monthly Income 
Estimated 

1956 Divs. Recent 

Incl. Extras Cost Per 
Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct Nov. Dec. 100 Shares 100 Shares 
Allis Chalmers Mfg. $ 50 $ 50 $ 50 $50 $ 200 $ 3,000 
American Can ; $ 50 $ 50 $ 50 $ 50 200 4,100 
American Tel. & Tel. $225 $225 $225 $225 900 16,800 
Boston Edison 70 70 70 70 280 5,000 
Commonwealth Edison 50 50 50 50 200 4,000 
Corn Products Ref. 35 35 35 35 150 2,800 
Diamond Match 45 45 45 45 180 3,200 
Eaton Manufact’g 75 75 75 75 300 5,800 
Gen'l Amer. Trans. 80 80 80 80 315 6,700 
Guaranty Trust (N. Y.) 80 80 80 80 400 8,500 
Illinois Power 65 65 65 65 , 260 5,400 
Nat'l Dairy Prod‘ts 45 45 45 45 180 3,700 
Owens-Illinois Glass 62.50 62.50 62.50 62.50 250 6,100 
Pacific Lighting R 50 50 50 50 200 3,600 
Quaker Oats 45 45 : 45 45 ‘ 180 3,400 
Sunshine Biscuit 100 100 100 100 400 6,900 
Woolworth (F. W.) Co. 62.50 62.50 62.50 62.50 250 4,400 
Totals $385 $405 $400 $385 $405 $400 $385 $405 $400 $385 $405 $400 $4,845 $93,400 
NOTE: Dividends shown in monthly columns are 1956 regular distributions by respective companies on 100 shares of stock. Extras paid in that 

year are included in the “Estimated 1956 Dividend” column only. Approximate yield on the latter basis is 5.18%. 
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25 Stocks Down 25% or More 


Lhis is the time of year when thousands of investors 
take a backward look. Not all of those who turn to 
their records of stock purchases are individuals 
either; many institutional managers review their 
portfolios to ponder the problem of earlier mistakes 
and the best means of correcting them. Scarcely 
anyone who has bought stocks this year is fully 
satisfied with his accomplishment; even those who 
cannot complain that their securities have depre- 
ciated in price probably can feel dissatisfied with 
the size of gains recorded. 

With the calendar year nearing its close — the tax 
year for most persons — this seems an appropriate 
time to discuss the fortunes of a representative 
group of stocks which have retreated 25% or more 
from their 1956 highs. Curiously enough, many of 
these stocks probably are held by dissatisfied cus- 
tomers who purchased them near their highs and 
are wondering whether to continue to hold them in 
hope of a recovery next vear (or the year after), or 
whether it would be better to salvage something and 
register a tax loss that might be utilized to soften 
the impact of the tax collector’s annual touch. 


Least Satisfactory Performers 


Analysts and advisory services are besieged at 
this time of year to make decisions on problems of 
this kind. In the hope of helping individuals unable 
to decide for themselves, this review is being under- 


DECEMBER 22, 1956 


By H. F. TRAVIS 


taken. It would be impractical, of course, to attempt 
to survey all listed stocks which have had a poor 
year, but with the selected group under considera- 
tion here, investors may gain an idea of how best 
to solve their problems by comparing observations 
on stocks representing varied industrial groups with 
issues they hold. 

At the outset it may be remarked that the least 
satisfactory performances in the stock market this 
year generally may be found in categories repre- 
senting industries that have been adversely affected 
by economic or political events. As an example, the 
sharp decline in sales of new passenger cars logically 
may have been expected to find reflection in lower 
sales and earnings for major motor car manufac- 
turers as well as those of parts suppliers. Companies 
manufacturing materials for residential construc- 
tion well might have suffered from a decline in 
home-building induced, to some extent perhaps, by 
tightening in money rates. Keen competition in the 
field of home appliances naturally exerted tremen- 
dous pressure on profit margins of manufacturers 
and distributors, as a result of which earnings were 
adversely affected. These remarks help explain in a 
general way some of the difficulties encountered in 
major industries this year. 

Now let us turn in the following paragraphs to 
consideration of individual stocks with the thought 
that these discussions may shed light on the experi- 
ence of other companies in similar industrial areas. 
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Admiral Corp.: As one of the leading manufac- 
turers of popular-priced television sets in years past, 
this company has felt the impact of keen competi- 
tion stemming from withdrawal by several com- 
petitors from the manufacture of TV sets. Dumping 
of surplus stocks of new sets incident to abandon- 
ment of TV operations almost ruined the market for 
companies remaining in the field. In short, the 
period of adjustment has caused serious problems. 
In home appliances, conditions have been only mod- 
erately better. Some doubts may have been roused 
over the stability of this company’s $1 dividend rate. 
Next year should prove more satisfactory. 


Armour & Co.: All things considered, the meat 
packers have enjoyed a relatively good year. Earn- 
ings have improved as a result of increased market- 
ing of livestock and maintenance of high personal 
income conducive to meat consumption at normal 
rates. The decline in this company’s stock from the 
year’s top of 24 may be attributed primarily to 
technical considerations. In other words, enthusiasm 
over prospects for the 1956 fiscal year placed too 
high an appraisal on the shares. On the subsequent 
dip, attributable to profit-taking, new investment 
demand has developed in anticipation of resumption 
of a cash dividend now that management has evi- 
denced its intention of compensating stockholders 
with a 10% payment in stock. 


Armstrong Cork: The decline from last spring’s 
all-time peak of 3734, (adjusted for a 3-for-1 split 
effected in April, 1955) appears to have had its 
inception in a tendency on the part of institutional 
investors to place a more realistic appraisal on earn- 
ings of a company whose operations are influenced 
in a degree by residential construction. Support for 
a more cautious attitude is found in the fact that 
earnings have declined in 1956 and show indications 
of approximating $2.40 a share, compared with 
$2.81 for 1955. 


Artloom Carpet: Practically all of the carpet com- 
panies have encountered problems this year—in fact, 
for several years. Hopes of a resurgence in demand 
earlier in 1956 failed to materialize; in addition, 
costs increased at a greater rate than had been 
anticipated. Consumer purchases of carpeting failed 
to reach proportions that manufacturers had visual- 
ized, and this may have been due to a slackening in 
residential construction. In the case of Artloom, 
the need for modernizing facilities to keep pace with 
competitors also poses a problem. Support for the 
stock developed around 5 on previous occasions and 
may do so again—especially on possibility of a 
merger. 


Beaunit Mills: Disappointing results experienced 
by most concerns in the textile business, especially 
those engaged in producing synthetics, found reflec- 
tion in a downtrend in stock prices. Overproduction 
of tire yarn, for example, attributable in part at 
least to a drop in manufacture of new cars, con- 
tributed to price-cutting, which left little margin 
for textile concerns. Wage increases have provided 
another handicap which may restrict profits for 
Beaunit over the near term. 


Bridgeport Brass: A sharp decline in quotations 
for copper accounted in large measure for a skep- 
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tical attitude toward this company’s shares. Ordi- i 


narily, fabricators are compelled to absorb inven- 
tory losses on materials in process when copper 
drops precipitately. Even though “lifo” pricing 
methods are used to minimize adverse effects, con- 
sumers usually withhold buying orders for fabri- 
cated products, waiting as long as possible to get 
the lowest price possible. Earnings of Bridgeport 
were temporarily affected by such conditions, but a 
turn for the better may be envisioned. 


Briggs Manufacturing: Uncertainty over the pos- 
sibility of a slump in residential building and con- 
sequently in plumbing ware may have accounted for 
a more cautious attitude on the part of investors 
toward this issue. In addition, some may have 
thought that the company still was engaged in 
automotive activities and thus might have been 
vulnerable to a setback in motor-car output. The 
down-turn in the shares appears to have more than 
discounted problems visible to the trade. 


Capital Airlines: The retreat in this stock from a 
high of 4114 hardly is typical of behavior in the 
airline group. Reasons for this action may be found 
in the company’s rearrangement of its aircraft 
facilities in a policy of replacing older planes with 
British turboprop Viscounts. Economies envisioned 
in the program have been manifesting themselves 
more slowly than had been projected. Earnings are 
unlikely to reach levels anticipated this year. More- 
over, the stock’s swift rise went toofar in discount- 
ing the contemplated gains. 


Emerson Radio & Phonograph: Difficulties de- 
scribed in the case of Admiral accounted for unsatis- 
factory operations of this company. Failure of tele- 
casting operations to take hold in the ultra high 
frequency field undoubtedly had a restrictive effect 
on TV sales. The sharp drop in earnings, explained 
in part by disappointing volume in air-conditioners, 
necessitated elimination of dividends, and this action 
depressed the market for the stock. The outlook 
seems somewhat unpromising. 


Ferro Corp.: Despite continued expansion in sales, 
earnings this year seem headed for a level slightly 
below that of 1955. Less satisfactory results abroad 
account in part for this showing, although keen 
competition in supplying materials for household 
appliances has depressed margins. The stock prob- 
ably rose too high in an appraisal of 1956 prospects 
and required an adjustment to the $1.60 dividend 
rate, which seems likely to be maintained. 


Fibreboard Paper Products: A decline in this 
issue could be attributed in part to waning enthu- 
siasm over growth potentials in paper products, 
especially shipping containers, as well as to a more 
realistic appraisal of earnings and dividends. The 
stock rose almost spectacularly in recent years in 
connection with expansion in operations and the 
transition from Pabco Products, which had empha- 
sized supplies for residential building. A corrective 
reaction was logical. 


Filtrol Corp.: Failure of merger rumors to mate- 
rialize probably accounted as much as anything for 
the setback recorded in this company’s stock. Price 
of the shares had more than doubled in a little more 
than a year by the time the peak had been estab- 
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his thusiasm over long-range growth possibilities should tributed to the setback. 
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‘hu- Industrial Rayon: Narrower margins resulting 
cts, General Bronze: Indications of keener competi- from overproduction and price-cutting in tire yarns, 
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Mixed 


At this writing, the daily in- 
dustrial and rail averages have 
merely rebounded from their No- 
vember 29 lows to the immediate 
vicinity of the supply level repre- 
sented by the early-November re- 
covery tops, which, of course, 
were well under the bull-market 
highs attained earlier this year. 
With the so-called ‘‘general’’ 
trend debatable—it is always far 
from actually general — interest 
centers principally in cross cur- 
rents within the market. The 
principal stock groups showing 
more than technical strength — 
most of them recently at new 
highs or close to previous highs— 
are aircrafts, coal, drugs, domes- 
tic oils, machinery, steel and 
sugar. Groups in which perform- 
ance has been unimpressive for 
some time include: Airlines, agri- 
cultural implements, aluminum, 
amusements, construction, food 
brands, gold mining, liquor, pa- 
per, soft drinks, television and 
variety stores. Behavior of most 
others presently is so-so or not 
significantly out of line with that 
of the averages. 


Strong 


A sizable minority of individual 
stocks are in bull-market patterns 
up to this writing. Nobody can 
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guarantee that they will continue 
even for a week, but the ‘‘odds’”’ 
are better than 50-50 that most 
stocks with uptrend patterns will 
extend them, at least to some de- 
gree. A partial list of them in- 
cludes: Air Reduction, Bethlehem 
Steel, Republic Steel, U. S. Steel, 
Youngstown Sheet & Tube, West 
Indies Sugar, Square D, Gardner 
Denver, Skelly Oil, Outboard 
Marine, Dresser, Boeing, Ameri- 
can Brake Shoe, United Aircraft, 
Crucible Steel, American Machine 
& Foundry, Halliburton, General 
Dynamics, National Cylinder Gas, 
Timken Roller Bearing, Bristol- 
Myers, Babcock & Wilcox, Eagle 
Picher, West Kentucky Coal, Joy 
Maufacturing, Kelsey-Hayes 
Wheel, Chicago Pneumatic Tool, 


ror PROFIT ann INCOME 


Soft 

Many of the numerous soft 
stocks could well have a sizable 
rally in the closing 1956 and/or 
early 1957 trading sessions, fol- 
lowing termination of tax-selling 
pressure. But bear in mind that 
tax-selling did not put them down 
in the first place; and has merely 
helped to extend declines for 
which there must have generally 
been more than transient reasons, 
whether visible or not. Here is a 
partial list of stocks which are 
performing poorly, which we 
would not buy, and whict look 
like logical candidates for early- 
1957 selling if they rally—and if 
they do not rally: Coca-Cola, Col- 
gate-Palmolive, Gabriel, Under- 
wood, United Fruit, United Shoe 























Glenn Martin, Superior Oil. Machinery, Lorillard, Holland 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1956 1955 
Addressograph-Multigraph 12 mos. Oct. 31 $8.72 $8.32 
Gulf States Utilities 12 mos. Oct. 31 2.17 2.12 
Illinois Power 12 mos. Oct. 31 3.97 3.35 
May Department Stores 12 mos. Oct. 31 3.30 3.08 
San Diego Gas & Electric 12 mos. Oct. 31 1.50 1.11 
Stanley Warner 12 mos. Aug. 31 1.47 1.39 
U. S. Rubber 9 mos. Sept. 30 3.61 3.47 
Guantanamo Sugar 12 mos. Sept. 30 48 -29 
Kroehler Manufacturing 40 wks. Oct. 9 3.12 2.34 
Lane Bryant 9 mos. Oct. 31 1.88 1.71 
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Furnace, Homestake Mining, 
Kresge, Kress, National Tea, Mo- 
jud, Murphy, Swift, Ward Bak- 
ing, Continental Motors, Twin 
Coach, Briggs Maufacturing, Cal- 
lahan Zine, Crown Cork, Evans 
Products, Granby Mining, Indus- 
trial Rayon, American Viscose, 
Beaunit Mills, Radio Corp., Mo- 
torola, Phileo, Artloom, Aldens, 
Rheem Manufacturing, Sterchi 
Bros., Crane, Hecht, Minute 
Maid, Newberry, American Ra- 
diator, Reeves Bros., and Texas 
Gulf Sulphur. 


What Now? 

Possibilities for sizable capital 
zain in Timken Roller Bearing 
were pointed out here, with the 
stock at 93, in our November 24 
issue. It has since reached a high 
of 99. We think this issue might 
in due time—perhaps within 1957 
—move up into the range 125-150. 
The maximum potential, the time 
and the intervening reactions are, 
of course, pure guesswork. If you 
bought it, stay with it. It looks 
like a buy, preferably on dips, 
anywhere under 100... . In the 
November 10 issue of the Maga- 
zine we recommended Babcock & 
Wilcox around 40 and Mesta 
Machine at 57—both on the basis 
of large backlogs of orders for 
machinery, promising higher 
earnings for an extended period 
ahead. Babcock & Wilcox is over 
16 at this writing, Mesta at 61. 
Our present advice: If you hold 
them, stay with them. If not, they 
are buys on moderate dips. 


Vought Aircraft 

We think that Chance Vought 
Aircraft, though not as well situ- 
ated as the leaders in the indus- 
try, is behind the group and, now 
around 42, should be able to fly 
higher—maybe substantially high- 
er—than it has done. Previously a 
division of United Aircraft for 
many years, the company was set 
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up “fon its own” in mid-1954. It is 
one of the Navy’s principal plane 
suppliers, and makes Navy guided 
missiles. Earnings vary with 
shifts in Navy orders, develop- 
ment costs, etc. They were re- 
ported at $6.15 a share for 1954, 
$4.41 for 1955; and they probably 
will be somewhat lower this year. 
However, the order backlog has 
risen importantly and will rise 
further. Based on increased de- 
liveries of the Navy’s advanced 
F8U-1 plane and of the new 
Regulus II guided missile, 1957 
earnings should rise sharply. Div- 
idends are at a $1.60 rate and the 
company has neither funded debt 
nor preferred stock ahead of the 
1,080,729 shares of common. 


Box Score 

The year-end payments up to 
this writing suggest that the rate 
of gain in total dividends in the 
fourth quarter probably will be 
around half that of a year ago. 
The “box score” for November 
was not something to cheer about, 
and the December figures prob- 
ably will not be any better. In 
November, 21 companies omitted 
or reduced dividends, compared 
with only six in the same month 
of 1955. Increases in quarterlies 
were made by 120 companies, 
against 151 a year ago; and the 
month’s extras totaled 383 in 
number, compared with 483 a 
year ago. ; 


Chemicals 

The best-acting chemical stock 
at this time is Air Reduction, at 
a new bull-market high of 513,. 
The company mainly is a maker 
of oxygen and acetylene gases, 
and of equipment to use them in 
welding and cutting. Its various 
other gases and related items are 
of limited importance to profits. 
The company has been an increas- 
ing seller of acetylene to others 
for deriving chemicals therefrom; 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1956 1955 
Benguet Consolidated 9 mos. Sept. 30 $ .08 $ .13 
Hecht Co. 12 mos. Oct. 31 3.34 3.74 | 
Central Railroad of N. J. 10 mos. Oct. 31 2.23 2.39 
Fluor Corp. 12 mos. Oct. 31 1.25 2.06 
Boston Woven Hose 12 mos. Aug. 31 61 71 
Green (H. L.) Co. 10 mos. Oct. 31 1.16 1.25 
King-Seeley Quar. Oct. 31 aw 1.20 
Libby, McNeill & Libby 5 mos. Oct. 31 57 81 
Smith (A. O.) Corp. .. Quar. Oct. 31 1.01 1.23 
Waukesha Motor . Quar. Oct. 31 -82 1.13 
Sy 
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and is itself making acetylene 
chemicals. Margins have im- 
proved, with contribution of 
chemicals to sales rising from 
around 14% to 20% in 1955. 
Aided further by chemical vol- 
ume this year—and with a big 
assist from high demand for .n- 
dustrial gases — profit for 1956 
should reach a record $4.20 to 
$4.30 a share, against 1955’s 
$3.21; and a further 1957 gain 
seems likely. The dividend recent- 
ly was raised from $1.50 to $2. 
Selling around 12 times earnings, 
the stock is not high; but it is not 
a diversified chemical issue and 
is not entitled to the price-earn- 
ings ratios of the leaders. But it 
may well get to 55-60 in a year 
or less. 


Others 

Having been greatly over- 
exploited at their 1956 or 1955 
highs, most chemical stocks de- 
clined much more than the indus- 
trial list to the recent lows; and 
remain much under their best 
earlier levels. Measured by pres- 
ent positions in 1956 price ranges, 
the best-acting chemicals — aside 
from Air Reduction — are Amer- 
ican Cyanamid, Diamond Alkali, 
Stauffer, Union Carbide and Dow. 
It should be noted that American 
Cyanamid is favored by a high 
proportion of sales and profits in 
drugs, supplementing chemical 
business. Present performance is 
relatively unimpressive in the 
case of du Pont, Hercules Powder, 
Allied Chemical, and Monsanto. 


Drugs 

The “hottest” drug stock at this 
writing is Bristol-Myers, aided by 
improving earnings mainly from 
proprietary items, and by report- 
ed development of new broad- 
spectrum antibiotic. Nobody can 
say what the possibilities in any 
new antibiotic might be. Although 
the stock seems headed higher, we 
would not reach for it. Among 
other issues—again measured by 
levels in 1956 price ranges—Merck 
and Pfizer, both previously rec- 
ommended here, are making rela- 
tively good market showings and 
are at sound buying levels. Mar- 
ket action is particularly unim- 
pressive in the case of Abbott 
Laboratories and Parke, Davis. 


The rail average remains, at 
this writing, some 8% below its 
best level of last July. END 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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ACTIVITY 


Industrial Production 


(FRB INDEX 1947-1949-100) 


SCALE AY vert 


FORECASTER 


SCALE AT RIGHT 


THE 


STRENGTH MEASUREMENT 
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This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 

In recent months, components of the Trend Forecaster 
have shown somewhat more strength than during the summer 
and early fall. Commodity prices and durable goods orders 
have improved somewhat; hours worked have arrested their 
abrupt decline of the first half of the year; nonresidential 
construction contract awards have strengthened slightly. 

This moderate improvement in the behavior of the selected 
indicators has brought the Relative Strength Measure- 
ment out of the negative zone, and into a slight positive 
range, while the Trend Forecaster itself has stopped de- 
clining. What is striking about this behavior, however, is the 
failure of the component series to reverse as a group and 
move strongly upward through the plus 3 level, as they did 
in the Spring of 1954 (when they were heralding the sharp 
improvement in business that began in September of that 
year). Instead, the behavior of the Trend Forecaster, in 
continuing its sideways movement, suggests stability into early 
1957, but no cycle expansion, no vigorous advance, in the 
short term. The nearest historical parallel to the present 
behavior of the Relative Strength Measurement and 
the Trend Forecaster seems to be early 1948, when a 
boom of several years’ duration was moving slowly toward 
a business correction. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity still in a slow rise, 
aS passenger car producers solve their starting-up 
problems. Industrial activity will continue in a slight 


| uatrend into early 1957, but the number of industries 
| raising their production goals is now diminishing. 


net. 


TRADE — For the first two months, of 1957, retail vol- 
ume should be well maintained. Expect heavy volume 
o* auto sales to cash buyers, good (but not sensa- 


' tional) response to post-holiday clearances. Average 


consumer's ardor is being dampened by rising retail 
prices. 


MONEY AND CREDIT — Still tight, despite Federal 


| Reserve’s feeding the credit system through open- 


market purchases. Seasonal demands for funds are 
now passing their peak related to trade: another 
peak (and more squeeze) may lie ahead in March, 


_when tax payments come due. 


COMMODITIES — Rose sharply in late November, but 
have eased considerably in early December. Look for 
further easiness in many lines, with possible excep- 
tion of steel and textiles. It would take a new increase 
in international tension to turn the general price 
index up again. 
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The large number of business forecasts, and polls 
of business forecasters, now appearing in the press, point 
to a singularly revealing consensus, in general conformity 
with the views expressed here for the past several months. 

Extremely few business analysts now look for a 
new, pronounced surge of business volume in 
1957. Large numbers of analysts — easily a majority — 
raise serious questions about the probable course of capital 
spending in 1957, in the light of tight money, growing 
capacity, low corporate liquidity, and (perhaps most im- 
portant of all) sagging profit margins. A significant number 
also seem to expect that while the automobile market 
should be better than in 1956, it will not set sail through 
the statistical roof, as it did in 1955. A majority of fore- 
casts seem to indicate a slow and unresponsive advance 
in total business in the first half, largely sparked by the 
potential of increased government spending for roads, 
defense, administrative payrolls, debt service, and perhaps 
a school-building program. And a significant number of 
forecasts appear to contemplate no better than stability 
in business in the last half, with perhaps a slow, rolling 
kind of decline setting in before year-end. 

To get this out of the newspaper reports, it is imperative 
to look beyond the optimistic headlines. For example: total 
national output in 1956 will amount to about $412 billion. 
A forecast of $425 billion for 1957 thus seems to suggest 
a 3% rise — no great shakes, but still a new record. 
However, business is already running at a $420- 
billion rate, and will reach $425 in the early 
months of 1957. To average $425 billion for all 
of 1957 simply implies stability month-to-month 
during the year. It also implies that if the rate of activity 
goes up somewhat in the (Please turn to following page) 
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THE MONTHLY TREND | uni | mon Month Month, Ago—_—| PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION* (FRB) — | 1947-9-100 | Oct. 145 145 143 first half, it will have to go down some- 
Dusuhiie Gecds tite. 1947-'9-100 | Oct. 165 164 161 what in the second half to average out 
tteediesatiin Qaiede ibe 1947-'9-100 | Oct. 130 129 129 at the forecast level of $425 billion. 
Aint 1947-'9-100 | Oct. 128 128 123 Growing weakness in private business, 
ns and hope of rising government spending, 
RETAIL SALES* $ Billions Sept 16.0 16.3 15.8 are the basic trends that emerge out of 
Durable Goods. $ Billions Sept. 5.3 5.5 5.8 the forecasts. For the first half, or at 
Nondurable Goods. $ Billions Sept. 10.7 10.7 10.0 least the first quarter, of the new year, 
Dep’t Store Sales. 1947-'9-100 | Sept. 123 129 122 a very high level of business activity 
seems assured; the Suez crisis will cer- 
MANUFACTURERS’ tainly help to maintain demands in the 
New Orders—Total* $ Billions Oct. 26.7 26.1 a7.5 hard-goods sector through March. But 
Durable Goods. $ Billions Oct. 14.5 143 14.1 barring another increase in international 
Nondurable Goods $ Gillions Oct. 142 13.8 13-4 | tension, MWS continues to view the 
Shipments* $ Billions Oct. 28.2 27.6 26.6 outlook beyond March as an area 
Durable Goods. $ Billions Oct. 14.2 13.7 13.3 in which caution and prudence 
Nondurable Goods___ | $ Billions Oct. 14.0 13.9 13.4 should be exercised in more than 
a the usual degree. It is quite likely, too, 
BUSINESS INVENTORIES, END MO.* | $ Bilions Oct. 7.1 865 809 | ye rane at eben 4 will by b 
Manufacturers’ $ Billions Oct. 50.7 50.1 45.4 . cen vorr a08 heeduiads 
Wholesalers’ $ Billions Oct. ms (Ue lhChlR ie 
, pee indeed. 
Retailers’. $ Billions Oct. 23.3 23.4 23.3 a i ms 
Sere N9A7'9-100 | Oct 42139180! THE COST OF LIVING — It is now in a 
CONSTRUCTION, TOTAL $ Billions ian Al 43 40 broad, if slow-paced, rise. Earlier in the 
cin $ Billions in 28 28 28 year, it was food costs that kept the 
“a $ Billions in 14 14 15 consumer price index climbing; now, 
All Other $ Billions ae 1.4 14 13 most of the components are in an 
teethe Qet—a EN nn 1,050 1,000 ~—*1,209 uptrend, as increased prices of basic 
Content Aenasdn, Redidestial—b $ Millions On. 656 764A 783 commodities and of labor itself press 
All Other—b $ Millions ao 1,050 —_—+1,261 1,080 upward on the cost of finished goods and 
services. Automobiles and apparel ac- 
EMPLOYMENT counted for most of the increase in Octo- 
Total Civilian Millions Oct. 66.2 66.1 65.2 ber, and apparel at least is scheduled 
Non-Farm Millions Oct. 52.4 52.2 51.1 to go still higher in the spring, as higher 
Government Millions Oct. 7.3 7.2 7.0 fiber prices are reflected in rising fin 
Trade Millions Oct. 11.3 W.1 11.0 ished-product prices. In fact, the rise in 
Factory. Millions Oct. 13.4 13.3 13.4 the cost of living is now just as rapid as 
Hours Worked Hours Oct. 40.6 40.7 41.1 the rise in dollar income: real pur- 
Hourly Earnings Dollars Oct. 2.02 2.00 1.91 | chasing power, adjusted for price 
Weekly Earnings Dollars Oct. 82.01 81.40 78.50 | changes, has shown no gain in the 
last nine months. One consequence: 
PERSONAL INCOME* $ Billions Oct. 332.6 329.5 311.6 | the consumer is getting a little balky 
Wages & Salaries $ Billions Oct. 230 229 215 about price tags. Another consequence: 
Proprietors’ | $ Billions Oct. 52 51 49 by early 1957, the rise in the cost of 
Interest & Dividend $ Billions Oct. 30 30 28 living will be touching off new adjust- 
Transfer Payment: $ Billions Oct. 19 19 17 ments in wage contracts, adding further 
Farm | $ Billions Oct. 16 15 15 to manufacturers’ costs and giving an- 
CONSUMER PRICES 1947-'9-100 | Oct. — “a a ri —. we. 
os var | ce 1). 108. | COPPER DEMAND — i os been veo 
a ‘aan @e oo a for months. But its weakness partly re- 
: ™ . : ‘ flects an accounting principle that is get- 
MONEY & CREDIT ting increasingly important. Manufacturers 
All Demand Deposits* $ Billions Oct. 106.1 1067 1048 | Using LIFO inventory accounting are re- 
Bank Debits*—g $ Billions no 787 722 03 luctant to take in new low-priced copper 
atnensinneeteateniing $ Billions i. 29.9 297 253 before year-end, because under LIFO it 
hespabient Genii Setanded? $ Billions ie 34 32 33 will reduce their 1956 cost of materials, 
instalment Credit Repaid* $ Billions i 32 81 30 and hence add to taxable profits. The 
same principle operates in reverse for 
FEDERAL GOVERNMENT commodities which have risen in price 
Budget Receipt $ Billions Oct 3.2 6.2 2.7 during 1956; manufacturers on LIFO are 
Budget Expendituras. $ Billions Oct. 6.0 49 5.4 eager to take in higher-priced steel: it 
Defense Expenditures $ Billions Oct. a 3.1 3.1 raises their materials cost for tax pur- 
Surplus (Def) cum from 7/1 $ Billions Oct. (2.8) (1.3) (2.7) | poses, and hence reduces the 1956 profits 
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a MY 
QUARTERLY STATEMENT FOR THE NATIONAL ECONO PRESENT POSITION AND OUTLOOK 
1K In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
— 1956 _—1955——_| they must report and pay taxes on. It’s 
e- SERIES TT T 1 TT a safe bet that true copper demand 
ut Quarter Quarter Quarter = Quarter is not now as weak as it looks, nor | 
GROSS NATIONAL PRODUCT___ 413.8 408.3 403.4 396.8 steel demand as strong as it looks. 
SS, Personal C pti 266.8 263.7 261.7 257.8 _ * * 
1g, Private D tic Invest 65.1 64.2 63.1 62.3 GENERAL BUSINESS INDICATORS — 
of eee SRE. Lae ed = Some of the weekly figures which are 
Government Purchoses. 80.2 78.7 78.5 76.5 y "9 
at ‘Sadeoed os 47.2 46.1 46.4 46.6 accepted as good general meascres of 
ar, State & Local 33.0 32.6 32.1 29.9 business activity do not look neai'y as 
t : 
|| | PERSONAL INCOME 327.0 322.9 317.5 309.6 reassuring as the large monthly and 
_ Tax & Nontax Payments 38.8 38.1 37.3 35.9 quarterly aggregates concocted in Wash- 
the Disposable Income 288.2 284.9 280.2 273.8 ington. For example, paper and paper- 
But Consumption Expenditures 266.8 263.7 261.7 257.8 board production — useful indicators 
nal aaa — =— — sei because of the wide uses of these com- 
the CORPORATE PRE-TAX PROFITS* ___ n.a. 42.9 43.7 43.5 modities in production and distribution — 
‘ea pam oe ~ rd e 94 oy are running fairly sharply behind the 
ice Deddend Pave = 123 12.2 118 11.0 same period of 1955, and unfilled orders 
an Dateien Gerciogs. n.a. 9.1 9.8 10.5 of paper and board mills have been fall- 
100, ing. Freight carloadings — a useful 
hen PLANT & EQUIPMENT OUTLAYS___ 36.3 34.5 32.8 29.7 vastly adem of Gatien hen ~ 
inds THE WEEKLY TREND ran well behind 1955 during most of 
‘nents a de a November and early December. Electric 
| Unit Ending Week Week Ago power output, while still ahead of 
in o 1955, has not registered any sizeable 
the MWS Business Activity Index*____ | 1935-’9-100 Dec. 1 | 289.2 288.1 283.2 gain for months. And the volume of out- 
the MWS Index—per capita* 1935-’9-100 Dec. 1 | 222.7 221.9 222.4 standing business loans has about 
10W, Steel Production % of Capacity Dec. 8 100.5 101.1 100.1 stopped rising (in November and Decem- 
. * ad 
oan Auto Production—— bi r — © | pd at4 ber of 1955 it was still rising rather 
asic Paperboard Production - — Bec. | | a22 - pad sharply.) Among weekly indicators, only 
sress || | Lumber Production __________ | Thous. Board Ft. | Dec. 1 | 235 204 237 ‘ , . 
| | Electric Power Output*___ | 1947-’49-100 Dec. 1 | 225.1 221.9 211.7 auto production has shown real strength 
anc | | Freight Carloading Th d Cars Dec. 1 | 752 651 728 in November and December; for the rest, 
ac Engineering Constr. Awards__| $ Millions Dec. 6 | 323 377 330 the best that can be said is that the 
= Sgetean Store Sales____—_— —_" 08 p. a ye yi weekly trend is a standoff — a balance 
uled | dD. posits—c lions ov. x ° 2 . 
gher | | 8usiness Failures Numb Dec. 6 | 270 254 219 of ups ond downs, = 
fin 
0 in *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
‘d income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
id as Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
pur- 
rice THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
| the 1956-1956 
ence: No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High low Nov.30 Dec.7 
balky Issues (1925 Cl.—100) High low Nov.30 Dec.7 100 High Priced Stocks ............ 244.6 209.2 224.4 231.7 
ence: 300 Combined Average ........... 352.4 315.4 328.7 335.1 100 Low Priced Stocks ............. 411.1 378.9 385.5 388.1 
st of] | 4 Agricultural Implements ....... 327.1 242.1 261.7 265.0 4 Gold Mining 20.0.0... 882.7 637.9 637.9 645.4 
djust- 3 Air Cond. (‘53 Cl.—100) ...... 113.8 98.8 104.8 109.8 4 Investment Trusts ................. 171.2 150.8 154.0 157.1 
urther 9 Aircraft (‘27 Cl.—100) ......... 1387.6 1064.6 1351.7 1387.6H 3 Liquor ('27 Cl.—100) ........... 1076.2 954.4 9544 995.0 
3 an- 7 Airlines (‘27 Cl.—100) ...... 1117.4 908.5 908.5 919.0 ETRE ere 505.4 370.4 493.8 505.4H 
4 Aluminum (‘53 Cl.—100) 566.7 337.1 418.6 437.1 |” ERE nees 217.3 180.0 180.0 180.0 
. 6 Amusements .................. , 172.3 144.1 145.6 144.1L 4 Meat Packing .................... 170.7 127.7 139.8 142.5 
9 Automobile Accessories ..... 373.7 334.5 348.8 352.3 5 Metal Fabr. (‘53 Cl.—100) 213.2 183.3 196.4 200.1 
weak 6 Automobiles ................. nee 52.2 47.1 49.2 49.7 10 Metals, Miscellaneous .......... 464.9 383.1 383.1 391.8 
ly re- 4 Baking (‘26 Cl.—100) ..... 28.7 25.8 26.1 26.4 MID cabins caniasrdernannksnscicetiniads 1312.3 997.3 1007.8 1028.8 
ante 3 Business Machines 1171.3 831.5 992.5 1001.4 22 Petroleum 872.3 675.8 810.0 830.8 
is g 6 Chemicals oo... 652.3 556.5 562.5 586.4 21 Public Utilities ....... vues 264.0 246.4 264.4 248.9 
cturers Gee I nei sns 2s... 24.9 72 24.3 24.3 7 Railroad Equipment ............. 95.1 84.3 84.3 85.2 
re re- 4 Communications ................. 114.3 93.4 94.4 97.6 20 Railroads ................ , Sas 82.0 69.8 69.8 72.9 
opper 9 Construction pass caaeseaatcenes 140.0 112.3 123.1 124.3 Be ME ID cicssciceessscesnosasess ‘ 544.8 428.4 428.4 433.7 
IFO it} | 7 Containers coe 853.7 731.7 754.6 754.6 12 Steel & WOM oo... ccc 380.5 283.8 361.8  380.5H 
ee a | 7 Copper Mining .............. 361.3 283.7 310.5 313.5 NE akcisexcccncevctuncs ; = 86.4 60.1 86.4 85.8 
terials, }) 2 Dairy Products ...... : 122.3 109.4 109.4 110.5 at a . 950.2 758.4 7584 804.1 
s. The 6 Department Stores 93.7 85.3 90.9 90.0 11 Television (‘27 Cl.—100) ..... 44.5 33.6 33.6 34.9 
se for}| 5 Drugs-Eth. (‘53 Cl.—100) 198.3 165.0 175.5 179.0 aS 184.4 138.3 143.8 142.0 
| price 6 Elec. Eqp. (‘53 Cl.—100) . 228.1 178.9 215.4 228.1H 3 Tires & Rubber ............ 201.0 169.9 171.7 182.7 
:O 2 Finance Companies .............. 613.7 530.3 542.2 542.2 EES mrrer rere 96.7 85.3 85.3 86.3 
aret| 6 Food Brands ............. ww 306.1 266.4 266.4 266.4 2 Variety Stores .....cccscce-- 298.8 261.1 261.1 264.0 
teel: ITP] 3 Food Stores ..........ssssssssssssseee 176.9 157.6 165.6 167.2 15 Unclassif’d (‘49 Cl.—100) ... 164.2 144.8 147.8 149.3 
ur- 
phe H—New High for 1956. L—New Low for 1956. 
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Trend of Commodities 





SPOT MARKETS — Sensitive commodities, which had been 
climbing rapidly in November, reversed themselves abruptly 
in the first ten days of December, in line with the betterment 
in the Middle East situation. The Bureau of Labor Statistics’ 
daily index of 22 leading commodities, which hit a peak of 
94.4 on November 30, had eased to 93.3 by December 10. All 
major components of this index were lower in the first ten 
days of this month. 

If a durable peace can be achieved in the Middle East, and 
the Suez Canal reopened to traffic in a reasonable time, then 
most commodities should eventually surrender a good part of 
the gains chalked up in recent months. Individual supply, 
demand relationships will determine the pace of the retreat 
in each case. 


FUTURES MARKETS — Prices in futures markets eased rather 
swiftly in the first 10 days of December, as subsidence of 
strife in the Middle East prompted sale of earlier speculative 
purchases. The Dow-Jones Commodity Futures Index, which 
had advanced some four points from the date of the invasion 
of Egypt to the end of November, had lost all of this gain by 
December 10, and stability was not yet in sight. This month’s 
price declines have been widespread, encompassing almost 
every futures market and reducing prices emphatically. 
With supplies ample for most commodities, it would appear 
that the path of least resistance in many cases will be downward 
for some time to come, as long as the foreign situation does 
not worsen. 
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601949 1950 1951 1952 1953 1954 1955 1956 AS ose, 
BLS PRICE INDEXES Latest 2Wks. 1 Yr. Dec. 6 BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 95 
All Commodities Dec. 4 115.7. 115.7. 111.3 60.2 (1947-1949—100) 93 
Farm Products Dec. 4 86.7 87.6 82.9 51.0 
Non-Farm Products Dec.4 124.3 124.0 119.8 67.0 os 
22 Basic Commodities Dec. 7 93.5 93.8 989.5 53.0 
9 Foods Dec. 7 83.4 84.1 73.9 46.5 89 
13 Raw Ind‘l. Materials Dec. 7 101.0 101.1 101.9 58.3 | 
5 Metals Dec.7 126.8 126.2 125.1 54.6 
4 Textiles Dec. 7 85.4 85.2 80.8 563 87 
85 
MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX 
14 RAW MATERIALS 75 175 
1923-1925 AVERAGE—100 
170 170} 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1956 1955. 1953. 1951 1945 1941 165 165 
High of Year 169.8 164.7 162.2 215.4 989 857 
Low of Year 163.1 153.6 1479 176.4 967 743 160 160 
Close of Year 164.7 152.1 180.8 98.5 83.5 
155 155 
DCW JONES FUTURES 
DOW-JONES FUTURES INDEX INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 
1956 1955 1953 1951 1945 1941 135 155 
High of Year 166.7 173.6 166.5 214.5 106.4 84.6 
Low of Year 149.8 1507 1538 1748 939 55.5 150 150 
Close of Year 153.1 166.8 189.4 1059 84.1 JUNE JULY ‘AUG. SEPT. OCT. NOV. DEC. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Hertz Corp. 


“In renewing my subscription for the 
ighth year, please send me your Christ- 
mas offer of your new book “Your In- 
estment Stake in a World in Transi- 
tion” and also please inform me on the 

Hertz Corp. and the outlook.” 
H. C., Hartford, Conn. 


The Hertz Corp. is in the auto 
and truck rental field. 

Revenues for the nine-month 
period this year increased 42% to 
$42,648,986, from $29,953,877 in 
the same period of 1955. Net in- 
come for the period increased 
53% to $3,476,387, over $2,271,050 
in 1955. 

Net income for the first nine 
months of 1956 was equal to $2.01 
per share on the 1,722,629 shares 
of stock outstanding, compared to 
$1.44 per share in the same period 
of 1955. The third quarter of 1956 
was the best quarter in the his- 
tory of the corporation. Revenue 
for the quarter was $16,247,639, 
compared with $11,147,836 in 
1955, and net earnings were 
$1,422,154, compared with $942,- 
648. 

For the full year 1956 gross rev- 
enues are expected to approximate 
$56 million; recent acquisitions 
have raised the present annual 
rate to approximately $60 million. 

Hertz, now the world’s largest 
car and truck rental and leasing 


| organization, will begin company- 
/ owned operations 
| Europe early in 1957. Hertz com- 
| pany-owned operations are pres- 


in Western 
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ently limited to the continental 
United States with representation 
overseas in 22 foreign countries 
and territories by independently- 
owned franchised Hertz System 
members. 

Three years ago, Hertz owned 
and operated 8,000 cars and 
trucks; fleet is now in excess of 
24,000. Three years ago opera- 
tions owned were conducted in 31 
cities; now the company is opera- 
ting in 47 of the 50 largest cities 
in the United States. The Hertz 
System, a wholly-owned subsidi- 
ary, issues franchises to independ- 
ent licensees, who own and operate 
vehicle-rental businesses in more 
than 650 cities throughout the 
country. Total Hertz System 
fleets, including corporation- 
owned vehicles, number approx- 
imately 21,600 passenger cars and 
18,800 trucks, for an aggregate of 
40,000 vehicles currently produc- 
ing gross revenues at an esti- 
mated annual rate of $109,100,- 
000. 

A substantial portion of the 
company’s growth has resulted 
from a series of acquisitions begin- 
ning in January, 1955. 

The company anticipates the 
addition of further outlets through 
similar acquisitions in the future, 
but does not believe such acquisi- 
tions will continue at the same 
rapid pace as during the past 36 
months. 

Dividends of $1. per share in 


cash plus 5% in stock have been 
declared this year, against the 
equivalent of 90 cents last year, 
adjusted to reflect a 2-for-1 stock 
split in October, 1955. 


Schenley Industries 

“As a subscriber to your magazine I 
would appreciate receiving recent earn- 
ing data on Schenley Industries and 
please discuss prospects over coming 
months.” M. H., Boston, Mass. 

Net income of Schenley Indus- 
tries, Inc. for the fiscal year ended 
August 31, 1956, was $8,438,783, 
an increase of 38‘~ from the pre- 
vious year. 

The 1956 net income was equal 
to $1.93 a share on 4,365,726 
shares of common stock outstand- 
ing, compared with 1955 net in- 
come of $6,116,793, equal to $1.40 
a share. 

Having a bearing on the com- 
parability of the two years were 
certain changes made by Schenley 
during 1956 with regard to re- 
serves in connection with bulk 
whisky sales. These reserves, net 
of applicable taxes stood at $416, 
000 at August 31, 1956, compared 
with $1,391,000, at August 31, 
1955. Also, there were changes in 
accounting treatment of certain 
advertising and sales-promotional 
costs and certain plant overhead 
expenses accounting for a total of 
$835,000 after applicable taxes. 

The company recently acquired 
for about $9 million, controlling 
interest in several British firms 
of distillers and wine merchants. 
The company has entered into 
world trade with Scotch, Cana- 
dian and American whiskies and 
gin. To provide for such increased 
trade, expansion of facilities is 
underway at its London gin dis- 
tillery and its grain whisky and 
Highland malt distilleries in Scot- 
land. 

While Schenley sales of $404,- 
161,765 in fiscal 1956 were down 
slightly from the $411,732,151 
total of 1955, the sales of the 
company’s brands of domestic 
spirits from the distributors’ 
floors to the retail trade were up 

(Please turn to page 409) 
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Companies With Steady Rise 
Over A Five-Year Span 





(Continued from page 394) 


“B” stock was another issue that 
stubbed its toe marketwise, this 
occurring in 1954, In that year it 
registered a high of 4414, or 434, 
points under the high for the pre- 
vious year. Nevertheless, earn- 
ings of Reynolds for 1954 rose to 
$4.19 a share from $3.12 a share 
for 1953 and cash dividends were 
increased from $2 to $2.40 a 
share. Subsequently, earnings con- 
tinued to move up, reaching $5.05 
a share in 1955 and are expected 
to amount to $5.80 for 1956. In 
the meantime, dividends have 
been increased to $3.10 a share 
annually and the stock in 1956 
achieved a market high of 573. 
Other companies in the tabulation 
faltered momentarily in increas- 
ing yearly earnings, or had the 
upward course of their stock in 
the market disrupted in but a 
single year. In this group are, in 
addition to the two already men- 
tioned, Shell Oil, General Dynam- 
ics, Armco Steel, Continental Can 
and National Dairy Products. 

The thin line of demarcation 
dividing these companies from 
those with absolutely perfect 
records on all counts, i.e., annual 
increases in earnings, higher 
dividends and increased market 
values, should not, however, ex- 
clude them from the list. There 
are, of course, other companies 
that might have been included, 
but those shown are selected 
issues chosen because of their 
long-range growth potentials, or 
income stability, or near-term 
market prospects. In some cases, 
the selections are based on all 
three qualifications. 

It should be noted, however, 
that presenting the list at this 
time does not necessarily convey 
the suggestion that the entire 
group should be purchased at pre- 
vailing prices. As an aid to our 
readers, we have accompanied the 
tabulation with comments on each 
company in the list and we sug- 
gest that these comments be 
weighed in the light of present 
general conditions bearing upon 
the market as a whole to deter- 
mine whether some issues should 
be retained on the basis of long- 
range growth potentials and 
whether purchase of other issues 
should be deferred awaiting more 
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favorable buying opportunities. 


COMMENTS 


American Can: Expanding 
markets for metal and fiber con- 
tainers promise continued gradual 
growth. Canco’s common stock 
ranks as a good grade investment 
issue and can be held by investors 
concerned with dependable divi- 
dends and commensurate income 
return. 


Armco Steel: Armco ranks as 
one of the more attractive of the 
steel issues. Should continue to 
benefit from its expansion pro- 
gram and good product diversifi- 
cation, including output of stain- 
less steels. While the stock should 
be retained, new commitments 
might be deferred awaiting a 
more favorable buying opportu- 
nity. 


Columbia Broadcasting “A”: 
Since divesting itself of such 
ventures as TV and radio set 
manufacture and _ consolidating 
TV tube production in a single 
plant, the company appears to 
have reinforced its position which 
should be reflected in increasing 
earning power. At current mar- 
ket price the stock may be re- 
garded as a “business man’s” risk 
that is not without speculative 
appeal. The telecasting industry, 
in which it ranks 1-2, has splen- 
did growth prospects. 


Continental Can: Has improved 
its already high ranking position 
in the packaging field by acquisi- 
tion of Robert Gair, maker of 
paper shipping containers and 
cartons, and Hazel-Atlas Glass, a 
leader in the glass container in- 
dustry. Latter merger being con- 
tested by Department of Justice. 
Growth potentials warrant reten- 
tion of present common stock 
holdings. New purchase can be 
made on moderate price reaction 
from present level. 


Ex-Cell-O: Continued gains by 
its Pure-Pak Milk Packaging 
Machinery Division as well as by 
its Precision Parts Division (the 
latter, manufacturing, among 
other products, components for 
jet engines) are contributing im- 
portantly to earnings of company 
which continues to improve its 
position as a machine tool manu- 
facturer. The stock appears to be 
a logical stock-split candidate. 


Florida Power & Light: The 
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fast-growing Florida territory 
provides a sound base on which 
to anticipate further growth in 
earning power. To keep pace with 
population growth and industria] 
expansion in its territory, com- 


pany plans to expand electric gen- | 
erating capacity from present one | 


million kilowatts to almost 2.1 
million by 1961. This is a good 
grade electric utility stock worth 
holding for dependable income 
and growth. 


General American Transporta- 
tion: Principal operation of leas- 
ing tank and other types of 
freight cars (many of which are 
specially designed to meet ship- 
pers’ particular problems) aug- 
mented by tank storage termina] 
operation and manufacture of 
diversified products. The stock 
ranks as a good grade issue worth 
retaining for dependable income 
and gradual appreciation. 


General Dynamics: The com- 
pany, with diversified activities, 
including submarine and aircraft 
building, is considered to have 
good potentials in the missile, 
atomic and electronics fields. The 
stock is worth holding for its 
long-range growth prospects. New 
purchase might be made on price 
reaction from current level. 


General Foods: Outstanding in 
the food processing industry, it 
derives great strength through its 
well diversified products that are 
sold by supermarkets and other 
retail outlets under leading brand 
names. The stock is of high qual- 
ity, affording reliable income and 
possessing long-range growth po- 
tentials. 


Gillette Co.: Diversification into 
cosmetics and related products 
and acquisition of “Paper Mate” 
pen business has broadened sales 
and earnings base of Gillette, 
noted for its efficient merchandis- 
ing methods. At current price, the 
stock appears to be amply priced 
but worth retaining. 


Houston Lighting & Power: 
Serves Galveston and Houston 
and is benefiting from growth in 
these areas in population and in- 
dustrial activity. Prospects for 
continued expansion warrant 
share retention for gradual divi- 
dend increase and price apprecia- 
tion. 


Ingersoll-Rand: Coupled with 
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its outstanding trade position are 
strong finances and a continuous 
and liberal record of dividends 
that goes back to 1910. Issue is 
of high quality. Should be re- 
tained for income and long-term 
growth. 


National Dairy Products: A\l- 
though it does not appear reason- 
able to expect any spectacular 
growth from present levels, the 
common stock by reason of reli- 
ible income and good investment 
juality is worth retaining for in- 
‘ome and long-range price appre- 
‘lation. 


Reynolds (R. J.) Tobacco “B”: 
Near-term prospects for this lead- 
ing cigarette manufacturer point 
to a good gain in 1957 earnings 
ind the possibility of another divi- 
dend increase. Would continue to 
hold this good grade issue for in- 
‘ome purposes. 


Shell Oil: Ranks as one of the 
outstanding domestic oil opera- 
tors that is also continuing its 
substantial growth in petrochemi- 
cals. Its investment quality stock 
can be held for dependable income 
and long range growth. Although 
the shares appear generously 
priced now, new purchase might 
be made on the “dollar-averag- 
ing” plan. 


Standard Oil (California) : Has 
greatly strengthened its crude oil 
position by developing production 
in Gulf Tidelands, Texas and 
other states. This integrated com- 
pany is also increasing petro- 
chemical operations which are 
expanding its earnings base. The 
stock, of high quality, should be 
held for dependable income and 
growth potential. 


Texas Utilities: Growth pros- 
pects for this electric utility re- 
flect population and_ industrial 
growth in the extensive northeast 
Texas territory served by its three 
operating subsidiaries. The high 
grade common stock is worth 
retaining in anticipation of in- 
creased dividends and price ap- 
preciation over the next few 
years. New purchases might be 
made on moderate price reactions. 


United Aircraft: Substantial 
order backlog of this important 
producer of helicopters and jet 
engines for both military and 
commercial] aircraft points to con- 
tinued high level earnings. Favor- 
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110th CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 


payable December 29, 


December 5, 1956 


Over 1,000 offices in U. S. Fi 


mance 





1956 to stockholders of 
record at close of business December 17, 


Renabiial 


1956. 


Wm. E. Thompson 
Secretary 


Canada, Hawaii and Alaska 


Notice to holders of 
ARMOUR AND COMPANY 
STOCK PURCHASE WARRANTS 


The Board of Directors at its meeting 
December 6, 1956, declared a 10° stock 
dividend payable on February &, 1957, 
to stockholders of record January 2, 1957. 

The warrant states that no dividend 


become stockholders of record January 
2, 1957, the record date for the stock 
dividend. 

The price of $12.50 per share at which 
holders are entitled to purchase Com- 


shall be payable or accrue with respect mon stock increases to $15.00 per share 
to the warrant; further, the warrant after December 31, 1956, and remains at 
does not provide for any adjustment of that figure through December 31, 1959. 
rights in the case of a stock dividend. A current prospectus on the Common 
Holders of warrants may exercise their stock may be obtained from one of the 
rights to purchase Common stock on or following: 
before December 31, 1956, in order to 

Armour and Company, 316 S. La Salle Street, Chicago, Ill 

Armour and Company, 120 Broadway, New York, N. Y. 

Continental Illinois National Bank and Trust Company of Chicago, Chicago, Ill. 


The Chase Manhattan Bank, New York, N. Y. 


ARMOUR AND COMPANY 


December 10, 1956 


able outlook and good dividend 
record warrant share retention. 
New commitments might be de- 
ferred awaiting more favorable 
buying opportunity. END 





Business—Investor 
Pattern in 1957 





(Continued from page 371) 


In some stock groups, profit pros- 
pects are excellent. Of course, that 
fact has not been overlooked by 
the market; and price-earnings 
ratios in some of these instances 
have never been much, if any 
higher, in the past than they are 
now. 

At bottom, business rests on 
retail demand for end products. 
This has long been lagging be- 
hind capital-goods activity, and 
has become increasingly disap- 
pointing to merchants in recent 
weeks. We could be building too 
much added industrial capacity 


John Schmidt, Secretary 


too soon. The ceiling probably has 
been seen for the industrial and 
rail averages; and we continue to 
think that the floor, represented 
by their 1956 lows, is likely to be 
tested or broken within the 
months ahead. — Monday, Decem- 
ber 17. —END 





Answers to Inquiries 





(Continued from page 407) 


7.3% from 1955 fiscal year. 

The outlook for the current fis- 
‘al year seems brighter, according 
to the president of the company. 

The earnings for the first quar- 
ter of this fiscal year will not 
reflect the advance in some of the 
company’s prices which will be in 
effect by the beginning of 1957. 
The increased cost of labor and 
materials will offset part of the 
price advance. 

Dividends of $1 per share were 
paid in 1956, the same as in 1955. 

END 
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25 Stocks Down 25% 
or More 





(Continued from page 399) 


operations have helped only mod- 
erately. Need for modernization 
of stores and a shift to emphasis 
on shopping centers resulted in a 
decision to lower the dividend, 
which of course contributed to a 
setback in the stock. The more 
successful five-and-dime stores 
have graduated to junior depart- 
ment store class. 


Libby, McNeill & Libby: Here 
is another example of a price de- 
cline attributable to a more real- 
istic appraisal of potentialities. 
The stock reached an all-time 
high in 1955 (above the 1929 top) 
in connection with a contest for 
control. As investors realized that 
quotations reached too high a 
level in relation to sales and earn- 
ings, especially in such a competi- 
tive industry as vegetable can- 
ning, the shares have been experi- 
encing a gradual adjustment. 


Marathon Corp.: Reflecting 
growing uneasiness over possible 
effects of overproduction in the 
paper industry, shares of this 
company had slipped to lower 
levels. The process of revaluing 
stocks in the paper industry has 
been under way for months and 
may continue into 1957. On basis 
of indicated dividend distribu- 
tions, the shares appear fully 
priced. 


Masonite Corp.: Reflecting a 
more cautious attitude toward 
companies serving the building 
industry, this stock has settled 
back from its high above 50. In 
view of keen competition from 
plywood, which is in abundant 
supply, some difficulty may be 
encountered in a resurgence in 
earning power. Here again, the 
corrective reaction seems incom- 
plete. 


Minute Maid: Wide fluctuations 
in prices of companies in a com- 
paratively new field are not un- 
usual. Investors have had diffi- 
culty in finding a_ satisfactory 
way of evaluating this company’s 
earnings, which tend to bounce 
around in reflecting effects of 
inventory adjustments resulting 
from variations in prices of 
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oranges. A sharp setback in the 
shares this year traces to a simi- 
lar trend in earnings. Concen- 
trating citrus, to date, has been 
good business—for the farmers. 


Motor Wheel: Uneasiness over 
the $1.60 dividend rate seemingly 
has been evidenced by investors 
in this issue, since earnings have 
drifted lower as a result of a 
downtrend in automotive and 
farm equipment industries. Some 
rebound could develop as tax-loss 
selling subsides, especially if man- 
agement finds any basis for en- 
couragement in the automotive 
outlook. 


Philco Corp.: Here is another 
example of a company’s shares 
being adversely affected by con- 
cern over keen competition in 
television and household appli- 
ances. At the rate earnings had 
faded, there was nothing to do 
but halt the cash dividend. In lieu 
of cash, a 1% stock dividend was 
paid this month. No one in tele- 
vision sees any indication of an 
impending resurgence in demand 
for sets or improved profit mar- 
gins. Tax-loss selling has con- 
tributed to weakness in recent 
months. With quotations close to 
the 1950 low, some improvement 
could be envisioned. 


Radio Corp.: Prices of this 
leader have been in a gradual 
downtrend since the middle of 
last year, reflecting largely a 
more realistic appraisal of long- 
range as well as near-term pros- 
pects. Enthusiasm over electronic 
devices, especially color TV, has 
waned in the last year, appar- 
ently deferring favorable effects 
for this leading manufacturer. 
The shares still seem fully ap- 
praised. 


Underwood Corp.: A sharp set- 
back experienced since last spring 
may be attributed to failure of 
reported plans for a consolidation 
with another maker of electronic 
products to materialize. Liquida- 
tion of speculative positions built 
up on basis of merger talks, to- 
gether with tax selling, seemingly 
contributed to the break to the 
lowest level in many years. Tech- 
nical action has been unimpres- 
sive. 


Western Pacific: In the rail- 
road section, cases of excessive 
enthusiasm over dividend possi- 


been witnessed. 
Nothing more serious can be 
found to explain a setback re- 
corded since the shares reached 
a high around 86 earlier in the 
year. Hopes of a stock split have 


bilities have 


failed to materialize, although 
earnings over the recent past and 
prospects for the future afford a 
basis for optimism on an eventual 
hike in dividends. END 





Stocks Paying Regular 
Monthly Income Dividends 





(Continued from page 396) 


good earnings record over a long 
period of time, including years in 
which the general economy was on 
a comparatively low level. 

This earnings record, in prac- 
tically every instance, is paral- 
leled by the ability of each of the 
companies listed to maintain divi- 
dend payments. This has been 
given the greatest weight in mak- 
ing the selections comprising this 
list, inasmuch as the prime objec- 
tive is investment for dependable 
income. 

It is obvious then that there 
has been no succumbing to the 
temptation to include issues cur- 
rently yielding 7% or more. Such 
relatively high yields in them- 
selves are caution signals that 
issues are speculative. Issues in 
that category might be considered 
for purchase by the active busi- 
ness or professional man or 
woman, who is willing to assume 
a reasonable risk. In other words, 
in selecting the nine stocks in our 
tabulation, we were governed by 
dividend dependability and safety 
of principal. Although no direct 
weight was given to the poten- 
tials for growth of the various 
issues, each has inherent possibili- 
ties in this regard over the long- 
term. 

Considering the caliber of com- 
mon stocks in the list, the over- 
all yield of 5.25% on the total 
investment is highly satisfactory. 


Making up the plan for a $400 
monthly income are 17 common 
stocks that also have been se- 
lected because of safety of prin- 
cipal and dividend stability. Here, 
too, in choosing the stocks to go 
into this group, issues affording 
relatively high yields have been 
excluded. Also, as in the compil- 
ing of the $200 monthly income 
plan, minor consideration was 
given to growth prospects, al- 
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thougn none of the selections is 
lacking in such potentialities. 
The main objective has been 
the selection of sound stocks suit- 
able for the conservative inves- 
tor, whose first requirement is 
as high an income as possible on 
his investment funds with the as- 
sumption of the least amount of 
risk. At that, this larger plan, 
with dividend payments averag- 
ing $403 per month on the basis 
of 1956 indicated dividends of the 
companies comprising the list, 
vields an income return of 5.18%. 


Both Plans are Flexible 


Neither plan is rigid as to the 
number of shares to be pur- 
chased. The investor desiring to 
nvest a greater or lesser amount 
than that shown in either tabula- 
tion can simply increase or de- 
‘rease the number of shares in 
either group and still get the 
benefit of a monthly income. The 
amount, of course, will be higher 
or lower, according to the course 
he pursues. Substitutions also 
can be made, provided the stocks 
the individual may select pay the 
same or appropriate rate of divi- 
dend in the same periods as those 
issues which have been removed 
from the list. END 





The Bond Market 





(Continued from page 392) 


‘“‘we’ve been trying to do too much 
too fast.” 

Henry C. Alexander, chairman 
of J. P. Morgan and one of the 
nation’s most able and respected 
bankers, suggested recently that 
the nation postpone some of its 
buying, building, and borrowing, 
and warned: “It is well to re- 
member that, historically, a capi- 
tal investment boom such as we 
are now having has been the cul- 
minating phase of the economic 
cycle. The time is here to spend 
less and save more. If we keep 
accelerating present pressures 
and loosen our restraints, prices 
will soar, we will get into mal- 
adjustments of production and 
consumption and excesses of debt 
—we’ll launch the economy into 
a spiraling orgy—with the inevi- 
table aftermath of collapse.” 

Mr. Alexander forecasts mixed 
effects on the economy, some in- 
flationary and some deflationary, 
from the future course of world 
events. In a Chicago speech De- 
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cember 7, he predicted: “At the 
moment, I should guess—and it’s 
only a guess—that the gravity of 
the issues involved, and the reper- 
cussions here of economic difficul- 
ties abroad, will throw the balance 
to the side of restraining the 
boom, or even bring on some re- 
cession. But we can’t be sure.” 

What does all this mean vw tie 
investor? Should he plunk his 
money down on bonds or stocks? 
Or should he sit back and wait 
a while? 

Six months from now the an- 
swers to those questions will have 
been made clear by developments 
in the market. Right now all that 
can be done is to try to assess the 
major factors that should be con- 
sidered in forming investment 
decisions. 

In the first place, there’s no 
doubt about one thing: The bond 
buyer right now can pick up some 
fancy bargains. Who can deny 
that bonds are a good buy when 
you can pick up tax-exempt issues 
with a yield of 4% to 5%, USS. 
Governments with a yield of 3.6% 
to 3.7%, and top-grade corporate 
bonds at 414% and better? (Pub- 
lic Service Electric and Gas re- 
cently sold $50 million AA-rated 
30-year bonds at a 4.3% yield—a 
new high-water mark on high- 
grade utility bonds.) 

There’s the possibility, of 
course, that bond prices will de- 
cline further and yields will rise 
even more. Some money market 
experts, who foresee even tighter 
money conditions in 1957, 
wouldn’t be at all surprised to see 
this happen. Those who expect 
tighter money in 1957 are bank- 
ing on booming business and a 
tight rein on credit by the Fed- 
eral Reserve. They think recent 
action by the Federal Housing 
Administration to raise mort- 
gage rates to 5“ from 414%, and 
the move by the Fed to allow 
commercial banks to raise maxi- 
mum interest rates on savings 
and time deposits to 3% from 
214°, augur another turn in the 
credit screws. 

There’s no doubt the bond mar- 
ket will face some increased com- 
petition for funds from the mort- 
gage market because of the more 
attractive 5% FHA rate. It 
should be remembered, however, 
that mortgage loans have to be 
serviced — usually at a cost of 
14%. That brings the net return 
to the lender down to 414%—a 
rate not high enough to convince 
many investors they should give 


up coupon-clipping for worries 
over mortgage servicing and the 
like. 

The 3% rate on savings in com 
mercial banks, where it is avail- 
able, might induce some investors 
to put money in a convenient 
savings account. The fact re- 
mains, however, that more at- 
tractive opportunities are avail- 
able, where the return is consid- 
erably higher. 


A Bullish Factor 


If you assume that 1957 will 
see business activity climb to new 
heights and that the Federal Re- 
serve will continue its anti-infla- 
tionary policies, it’s pretty diffi- 
cult to see how any marked 
improvement in bond prices is in 
prospect. There is one factor, 
however, that could make a dif- 
ference even under such boom 
conditions: Switches from the 
stock market to the bond market 
by pension and college-endow- 
ment funds. 

After the end of World War II, 
managers of pension and endow- 
ment funds saw that bond yields 
were only a third or less the 
vields available on stocks. More- 
over, they saw the need to pro- 
tect their funds from deprecia- 
tion as a result of inflation. The 
result was they moved into the 
stock market in a big way—pro- 
viding one of the major forces 
behind the postwar rise in the 
stock market. 

But things are different now. 
The Eisenhower Administration, 
operating within the limits of a 
free-enterprise system, has been 
fairly successful in maintaining 
the purchasing power of the 
currency, and a stable dollar con- 
tinues to be one of its most im- 
portant objectives. And, as we 
have seen, bond yields have risen 
above those of many stocks. 

3onds are the traditional in- 
vestments of those who look after 
other people’s money. What if 
stocks should fall off sharply and 
wipe out funds that were sup- 
posed to be accumulated for pen- 
sions? What could the head of a 
pension fund answer if he was 
asked why he didn’t take advan- 
tage of the safety and high yields 
afforded in today’s bond market? 
No one is looking for another 1929 
crash, but pension-fund people 
are bound to be doing a lot of 
thinking these days. 

There are indications that some 
balanced mutual funds, college- 
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endowment funds and _ pension 
funds already have switched from 
stocks to bonds. If such a swing 
should gain momentum, the re- 
sulting big demand for bonds 
would have a salutary impact on 
prices of debt issues and a corre- 
spondingly depressing effect on 
equities. —END 





Commodity Prices in Peace, 
In War—Hot Or Cold 





(Continued from page 381) 
commodity supply situation what 
it is, it appears that aid to Europe 
on a much larger scale than any- 
thing now apparently contem- 
plated, would be necessary to re- 
verse the upward trend in sup- 
plies of commodities and provide 
impetus to the price level. 


Wage Inflation Vs. Tight Money 


The major inflationary factor 
at present is not monetary infla- 
tion but wage inflation. 

Wage increases in themselves 
are not inflationary but they be- 
come inflationary when they ex- 
ceed productivity. In the post-war 
period of virtually full employ- 
not kept pace with wage increases 
ment, annual wage increases in 
industry have become almost a 
fixed custom. Productivity has 
and industry, as a general rule 
has been successful—until fairly 
recently, at least—in passing along 
its higher costs of production. 

At the retail level, consumer 
resistance has become a factor of 
considerable importance in hold- 
ing down advances in prices of 
consumer finished goods. Prices 
of producer finished goods, on the 
other hand, have soared as a re- 
sult of extremely high-level capi- 
tal spending for plant and equip- 
ment. 

Tight money and rising inter- 
est rates, whether engineered by 
the Central Government or the 
result of the demand for money 
exceeding the supply, are inevi- 
table in a boom period when the 
costs of doing business have in- 
creased sharply. 

Tight money cannot combat 
wage inflation directiy, but it is 
apparent that it already has dim- 
inished to some extent the de- 
mand for commodities or mate- 
rials. Capital expenditures, it was 
announced recently, will show a 
further rise during the first quar- 
ter of 1957. But the rate of rise 
is slowing down and some ex- 
penditures scheduled for recent 
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months have been cancelled. 

Tight money is making it more 
difficult for consumers to pur- 
chase durable goods, and for 
speculative builders to construct 
more residences. Here again, the 
demand for commodities is being 
depressed. 

It is not the policy of the Fed- 
eral Reserve to make money so 
tight that a business depression 
results as a counter to inflation, 
but it is a moot question whether 
the “Fed” really is as powerful 
as many believe. Federal Reserve 
Board officials, for instance, scout 
the widely held public belief that 
they are able to turn business on 
and off like water from a tap. 

Some economists maintain that 
the Federal Reserve in recent 
years actually has _ prevented 
money from being as tight as it 
might have been in the absence 
of a central banking system and 
that, had there been no “Fed,” in- 
terest rates before this would 
have risen so high as to cause a 
serious business recession. 

Regardless of which came first, 
the chicken or the egg, there is no 
denying the fact that, in the final 
analysis, the current cost-price 
squeeze has definite deflationary 
implications. 

The recent war scare imparted 
temporary strength to non-fer- 
rous metals prices but, by early 
December, prices again had re- 
sumed the easy undertone that had 
characterized them for months 
prior to the Middle Eastern flare- 
up. 

Copper, selling at 46 cents per 
pound a year ago, now is quoted 
at 36 cents by the leading pro- 
ducers while secondary refiners 
are undercutting this figure. The 
world demand for copper, which 
appeared to be insatiable no more 
than a year ago, has lost much of 
its zest. Production has continued 
to rise despite the drop in price, 
and stocks have increased. 

The other major non-ferrous 
metals—aluminum, lead, and zinc 
—have displayed a measure of 
price steadiness in the face of 
slowly rising supplies. There ap- 
pears to be little doubt, however, 
that Government stockpiling has 
been a major factor in preventing 
prices from breaking, as they 
have in the case of copper. But 
Government stockpile goals are 
understood to be approaching 
completion, and it is problemati- 
cal how much longer stockpile 
demand can be counted upon to 
prevent price weakness from de- 
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veloping in the face of high-level 
production and rising stocks. 

Over the past year, as a result 
of greater availability, consumers 
of non-ferrous metals, as a gen- 
eral rule, built up their inven- 
tories. It is doubtful that, in the 
months ahead, this type of de- 
mand can be counted on to pro- 
vide support to these markets to 
any appreciable extent. 

In the case of steel, the sharp 
contraction in production this 
past summer, as a result of the 
strike, caused depletion of inven- 
tories and consequent extremely 
high-level demands this Fall. 
Even if automobile sales prove to 
be as large as the Detroit opti- 
mists claim, the demand for steel 
is unlikely to remain at current 
rates very far into 1957. 

However, the Industry is talk- 
ing of raising prices again, and 
such action is likely even if de- 
mand tapers off. Traditionally, 
steel prices have been slow in 
responding to contraction of 
demand. Scrap steel prices, up 
sharply this fall, may be sub- 
jected to considerable pressure 
before 1957 is very old, if demand 
for steel contracts sufficiently to 
result in curtailment of mill pro- 
duction schedules. 

Farm products prices displayed 
a measure of the customary sea- 
sonal easiness this fall, but were 
higher than a year earlier. While 
Government officials assert that 
the long decline in farm products 
prices is ended, politics and hope 
play major roles in such asser- 
tions. To no inconsiderable ex- 
tent, the current higher levels of 
farm products prices in compari- 
son with a year ago reflect specu- 
lative buying based on (1) infla- 
tionary ideas stemming from the 
steel strike settlement and (2) 
the war scare. 

Production of farm products in 
1956 about equaled the 1955 rec- 
ord high total. Processors of agri- 
cultural commodities, unlike the 
speculators in these products, 
have shown little evidence of 
stocking up in expectation of 
higher prices. Surpluses of farm 
products, in the aggregate, re- 
main huge. 

Washington, through give-away 
programs and cutting prices, has 
been able to move into export 
large quantities of the surpluses 
acquired through price-support 
loans to farmers. However, the 
movement of 1956 crops into 
loans has been very large and it 
is quite likely that when these 
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| loans are called some months 

hence, Government-owned stocks 
of farm products will be at record 
high levels. 

Although support prices have 
‘been reduced a little, the reduc- 
itions have not been sufficient to 
discourage production. Further 
reduction is anticipated in 1957 
‘support prices but, with mechani- 
'zation of production steadily low- 
\ering farm-production costs, sup- 
‘ports would have to be cut much 
more sharply than anticipated to 
effect reduction in 1957 output. 

The Department of Agriculture 
is hopeful that the new Soil Bank 
Program — which offers farmers 
payments for not planting the 
major crops — will result in sub- 
stantial contraction of acreage 
and production in 1957. The evi- 
dence is, however, that farmers 
are unlikely to put much acreage 
in the Soil Bank except where 
crop prospects are poor as a re- 
sult of unfavorable weather or 
low soil fertility. The larger, 
highly productive farmers have 
too big an investment in machin- 
ery, irrigations systems, etc., to be 
able to afford to curtail acreage. 

Yields per acre for most crops 
have been rising sharply in re- 
cent years and, with the poorer 
lands eliminated under the Soil 

'Bank Plan, may register an un- 
usually sharp rise in 1957. Higher 
yields, many agricultural econo- 
mists believe, could readily offset 
reduced acreage sufficiently to re- 
sult in 1957 crops being fully as 
large, in the aggregate, as in 1956 
and 1955. That would mean more 
additions to already large sur- 
pluses. 

Unless the Soil Bank Program 
proves to be much more effective 
than currently indicated, farm 
products prices may resume their 
downtrend in 1957. 

CONCLUSION 

The early months of 1957 may 
see the general commodity price 
level rising to a new all-time high. 
However, unless war develops 
to provide inflationary stimulus 
to the price structure, supply- 
demand considerations indicate 
that, for 1957 as a whole, the un- 
derlying trend of prices is likely 
to be downward. END 





Sharp Competitive Struggle 
For Auto Market Shaping Up 





(Continued from page 378) 


Ford’s long-range objective is 
to boost its share of the car mar- 
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ket to fully one-third of the total 
by 1965, as against 28% for 1956. 
In the effort to accomplish this 
aim, Ford has strengthened its 
product line in every area. 

In addition to strengthening 
itself in the lowest-price line of 
cars, Ford has invested over $100 
million this year to make its Mer- 
cury car more competitive. The 
new Mercury, for the first time, 
has a larger, or “B” body, similar 
to that which Buick and Oldsmo- 
bile have used. With this larger 
body, Ford hopes to take sales 
away from its competitorgin the 
medium-price class. 

Ford executives have noted in 
the past that when a Ford car 
buyer was ready to move up to 
a higher-price car, he had only 
one choice in the Ford line—Mer- 
cury—whereas he had three me- 
dium-price choices in the General 
Motors line, and three at Chrys- 
ler. For this reason, it has been 
argued that Ford has been “grow- 
ing customers for General Mo- 
tors.” 

To meet this situation, Ford 
has planned to introduce its new 
Edsel line for 1958. This car, pre- 
sumably, would be priced between 
Mercury and Lincoln, and would 
compete with the larger Buick 
and Oldsmobile cars. 

Of GM’s total sales, 45% has 
been represented by medium-price 
cars — Pontiac, Olds and Buick. 
Similarly, 47% of Chrysler’s sales 
have been accounted for by me- 
dium-price cars — Dodge, DeSoto, 
and the smaller Chryslers. But 
only 17% of Ford’s total sales 
have been in the medium-price 
field, with 80% in the low-price 
field. 

GM’s three low-medium-price 
cars give it 67% of the indus- 
try’s medium-price market, while 
Chrysler has 14% of this market, 
and Ford 16% of the market. In 
the upper-medium-price market, 
GM has 56%, Chrysler 29%, and 
Ford only 3%. 

During 1957, Ford hopes to 
correct this unbalanced situation 
partly by strengthening the entire 
Mercury line, and by introducing 
the new Mercury Turnpike Cruiser 
at the top end of the line. But the 
major gains are expected for 
1958, when the Edsel is intro- 
duced. 

Henry Ford II, president of the 
Ford company, points out that 
when a company has two or more 
entries in the medium-price field, 
“the result is to strengthen the 
sales of all its car lines.” 


With the introduction of the 
Edsel, Ford will have five lines 
of cars, rivaling the five lines of 
General Motors. It will have 
Ford, Mercury, Edsel, Lincoln 
and Continental. It is expected 
that production of the Edsel will 
be accomplished jointly with Mer- 
cury and Ford, in existing assem- 
bly plants, just as General Motors 
operates joint Buick-Olds-Pontiac 
assembly plants. Such joint pro- 
duction results in important sav- 
ings. Similarly, economies in tool- 
ing can be effected by using the 
same dies for certain Mercury 
and Edsel parts, just as General 
Motors uses the same basic bodies 
for its medium-price cars. 

Successful introduction of a 
new car, however, usually takes 
years of hard work. Ford has in- 
vested over $250 million in its 
Edsel, in the hope that it will 
be able to achieve a volume of 
200,000 cars a year. Whether such 
a volume can be achieved in the 
first year, or whether it would 
take several years, however, re- 
mains to be seen. It took nearly 
20 years to build Mercury up to 
the point where it had annual 
sales of 371,000 units in 1955. 
Ford, in embarking on the Edsel, 
must be prepared to ride with this 
entry even if it does not carry its 
own weight for a year or more. 
Ford must also accept the possi- 
bility that part of Edsel’s gains 
will be at the expense of Mercury, 
although the company would hope 
that most of the volume would 
represent encroachment on the 
markets of General Motors and 
Chrysler. 

If the Edsel program is a suc- 
cess, it and the Mercury together 
will account for 9.2% of the in- 
dustry’s total sales, a gain of 4 
points over the 5.2% accounted 
for by Mercury in 1955. This, to- 
gether with smaller gains in the 
lowest-price and highest- price 
fields, would bring Ford within 
striking distance of its objective— 
33% of the entire market. 


The objectives of the Ford com- 
pany are long range. They do not 
take into account any moves 
which competitors might take. In 
recent years, it has been notice- 
able that in a year when Ford 
has gained, the improvement has 
usually been at the expense of 
Chrysler. Similarly Chrysler’s 
gains in 1955 were at the expense 
of Ford, although the independ- 
ents’ losses have usually helped 
all of the Big Three. 








Chrysler has underway a major 
decentralization and cost-cutting 
program which should improve its 
competitive position. Its invest- 
ments in new plants, however, are 
not nearly as large as Ford’s and 
General Motors’. The Chrysler 
capital investment program for 
1956 was approximately $150 mil- 
lion, and in the first nine months 
it did not spend at a rate which 
would bring it to the objective at 
the year-end. Ford, on the other 
hand, spent $383 million in the 
last half of 1956 and has $375 mil- 
lion earmarked for 1957. 

This will bring its total invest- 
ments since 1946 to over $2.6 bil- 
lion. General Motors invested $1 
billion in new plants in 1956, and 
proposes to invest $700 million 
more in 1957. Such investments 
mean additional capacity but, 
more important, they mean lower 
production costs and improved 
quality of product. 

Incidentally, American car 
manufacturers are bound to feel 
the effects of the Suez Canal 
crisis, although exports do not 
loom very large in the domestic 
industry. In any event, there are 
going to be fewer dollars avail- 
able, especially in Europe, for 
such luxuries as American motor 
cars. Moreover, the European 
operations of Ford and General 
Motors are bound to be hit by the 
curtailed demand for cars in coun- 
tries where petroleum is in short 
supply and extremely costly, too. 

In the final analysis, the 1957 
story will be told in the sales de- 
partments. All three companies 
are aggressive and extremely well 
managed. If the enthusiasm gen- 
erated at the auto show in New 
York is any criterion, then there 
is a very considerable market for 
these new models. Indeed, they 
seem all but irresistible. END 





A Timely Appraisal of 
100 Leading Stocks 





(Continued from page 390) 
with the company’s earnings. 


The Second Yardstick 


Yield comparisons also are im- 
portant, but these should be con- 
sidered in connection with the 
price x earnings ratio. Stocks 
with characteristically high mar- 
ket valuation in relation to others 
of its group normally sell to offer 


a low percentage yield. This may, 
or may not, be a disadvantage, 
depending on the degree to which 
growth potentials, in the eyes of 
the investor, already have been 
discounted. If the stock already 
has discounted a good part of its 
earnings potential, the low yield 
obviously is doubly uninviting. 

Whatever may be the basis of 
reasoning in taking investment 
action at this particular juncture, 
it should be borne in mind that 
after the market’s long upswing 
from the fall of 1953 (and still 
on a high plateau despite recent 
setback) the investor must decide 
whether he has more to risk than 
gain by continuing to maintain 
his position in stocks which have 
had the greatest advance. He also 
must decide whether, in view of 
the potential vulnerability of the 
general market, it would be wise 
to continue to hold those of his 
investments as were unproductive 
in the light of their poor perform- 
ance in a rising market, on the 
basis that if they could not do 
well in a rising market they might 
be likely to do even more poorly 
in a declining market. He also 
should decide whether his port- 
folio position can be materially 
improved by making substitu- 
tions. 

Such decision, of course, must 
be based on an appraisal of the 
position and outlook for each 
stock. In order to assist the read- 
er we have listed 100 active 
stocks, 50 of which appear in the 
accompanying table (the remain- 
ing 50 were carried in the pre- 
vious issue), since we believe 
them to be most closely represen- 
tative of investor’s holdings. 

We have briefly indicated our 
opinion as to which of these is- 
sues should be held; on which is- 
sues profits may be taken, at least 
sufficient to mark down original 
costs, and which should be sold. 


RAILROADS 





(Note: The price x earnings 
ratio for the railroads a year ago 
was at 8.2, only slightly above 
that at the beginning of the bull 
market in September of 1953, 
when it stood at 7.4. It has nar- 
rowed in the past year to a point 
where the price x earnings vir- 
tually is unchanged from 1953. 
This means that, unlike other 
groups analyzed here, carrier 
prices, as a group, have not re- 
flected their rise in earnings in 


the past few years. 


Atchison, Topeka & Santa Fe: 
This premier rail issue tradition- 
ally sells at a higher price x earn- 
ings ratio than the average car- 
rier. This road serves the growing 
West, hence its future growth 
should surpass the average. The 
stock long has had widespread 
investment appeal. Yield is lib- 
eral. A stepped-up program of 
capital exenditures may delay 
any rise in the dividend from 
the present level. Present hold- 
ings should not be disturbed. The 
stock has considerable appeal at 
this level. 


Atlantic Coast Line: This road 
which serves the fast-growing 
Southeast, has effected modest 
earnings improvement. Through 
its stake in Louisville & Nashville 
and Clinchfield common stock, 
Coast Line received $8 million as 
income in 1955, with the prospect 
of further improvement this yea 
and next. As a consequence of 
improved dividends from its in- 
vestments and its own operations 
the road might also increase its 
dividend disbursement. However. 
these moves seem to be dis- 
counted in present price. Present 
yield is comparatively low. We 
would not reach for the stock. 


Baltimore & Ohio: Directors 
stirred no little disappointment 
with the $2.50 dividend declared 
for 1956. While it was better 
than the $2 of 1955, the sharp 
earnings improvement had raised 
the market’s sights beyond a 
small dividend hike. Sinking-fund 
requirements and dividend curbs 
hold down the payout. Decision of 
directors, however, to put stock 
on a 50-cent quarterly basis 
henceforth should remove some 
of the uncertainties of the past. 
Stock has a high leverage factor. 
Of importance also to investors is 
good prospect of freight-rate in- 
creases for Eastern railroads. 
B. & O. holds a potentially re- 
warding traffic territory, includ- 
ing the rich Ohio Valley. The 
stock should be retained and new 
purchases on reaction are recom- 
mended. 


Chesapeake & Ohio: An exhaus- | 


tive study of C. & O. was carried 
in the October 27 issue of THE 
MAGAZINE. The rise in the divi- 
dend to $1 quarterly was forecast. 
We would repeat the concluding 
paragraph from that survey: “In 
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the parlance of the investment 
| fraternity, C. & O. must be classed 
as a good-grade issue with above- 
average growth potential. The 
return to shareholders is liberal 
and figures to get better. Those 
jnow holding the shares would do 
| well not to disturb their commit- 
‘ment. For new investors, we con- 
‘sider it one of the best railroad 
equities.” 


Chicago, Milwaukee, St. Paul & 
Pacific: This is one of the more 
speculative issues among the car- 
riers. Road was in reorganization 
in the decade up to the end of 
World War II. The stock long has 
sold at a low price x earnings ra- 
tio and provided an extremely 
high yield. While this road, which 
runs from Chicago to the Pacific 
Coast, may get considerable help 
‘from another boost in freight 
rates, its record is spotty: This is 
strictly a speculation. - 


Chicago, Rock Island & Pacific: 
This road has made considerable 
progress since emerging in 1947 
‘from reorganization. The line 
‘serves a growing region, running 
from the Midwest south and west. 
Selling .at 37 and yielding better 
than 7% on the present $2.70 divi- 
dend, the potential is considerable. 
Assuming favorable business in 
1957, Rock Island could easily 
boost the dividend. It is, if any- 
thing, underpriced. 


Illinois Central: This is a good- 
quality railroad, providing a yield 
of 6%, which nevertheless ap- 
pears conservative in relation to 
earnings. It is possible to predict 
a dividend hike in step with com- 
pletion of stages of dieselization 
and various other expensive pro- 
jects. Its Midwest and Dixie terri- 
tories are major growth areas. 
Major freight revenues stem from 
such items as coal, lumber, cotton, 
bananas, steel and petroleum. 
Prospects for 1957 appear bright. 
Stock should be held for dividend 
yield and appreciation. New com- 
mitments on a reaction are in 
order. 


New York Central: Under new 
dynamic management, this road 
has done rather well. Central is 
in the position of suffering from 
the worst of the problems affect- 
‘ing the railroad industry (com- 
muter, terminal and branch-line 
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losses have pared profits) and, on 
the other hand, possessing a 
physical plant and traffic territory 
which could bring sizable benefits 
to holders of the common. The 
new management promises more 
efficient freight and passenger 
operations along with fuller utili- 
zation of real-estate properties. 
The stock has speculative appeal. 


New York, New Haven & Hart- 
ford: A year ago, with the stock 
selling at 29, THE MAGAZINE 
stated: “Road still has problems 
related to heavy cost of passenger 
service and high terminal costs. 
New England floods have been a 
setback. Exceedingly low price x 
earnings ratio (3.6) a reflection 
of difficult, basic problems con- 
fronting management. Risk factor 
rather pronounced in speculative 
purchases.” On November 10, 
1956, THE MAGAZINE added: 
“(New Haven) is best avoided by 
the average investor, particularly 
in view of the excellent supply of 
high-quality income-producing 
stocks furnished elsewhere by the 
industry.” We see no reason to 
alter that counsel. 


Northern Pacific: This carrier 
comblnes many advantages. Best 
known are its extensive oil and 
timber holdings, which are being 
developed in a far more organized 
fashion today than hitherto. Traf- 
fic potentials are reasonably good, 
and operating savings from new 
yards, diesel locomotives and elec- 
tronic accounting portend an 
ability to remain at least abreast 
of increased labor and material 
costs. An ultimate merger with 
Great Northern, Burlington and 
other affiliates might also tend to 
cut operating expenses. Earnings 
are improving and dividend has 
been increased. The issue is un- 
derpriced. There is a good appre- 
ciation potential here. 


Pennsylvania Railroad: Penn- 
sy’s problems are somewhat simi- 
lar to those cited in New York 
Central. A year ago, when it sold 
at 26, THE MAGAZINE stated: “... 
more attractive opportunities in 
rail group may be found else- 
where.” The stock was overpriced 
then, but subsequent decline has 
added to appeal. Pennsy has a 
record of paying some dividend 
in each year sincs 1848. 


Seaboard Air Line: This car- 
rier is prospering under the guid 
ance of good management, a sat 
isfactory level of operating effi- 
ciency and the benefits of gradual 
industrialization. Selling at 36, it 
appears to be one of the more sta- 
tistically attractive carriers. Divi- 
dend rise appears in offing. 


Southern Pacific: This road op- 
erates in some of the best growth 
territory of the United States. 
Efforts to transform revenues in- 
to net have not had the success 
that more time may provide from 
further dieselizing, completing 
new yards and other improve- 
ments, and reducing passenger 
deficits. Large mineral holdings 
an important factor. Yield is lib- 
eral and well protected. Appre- 
ciation potential is considerable. 


Southern Railway: This road 
has come a long way since we 
originally recommended it at the 
equivalent of 1214 (adjusted for 
split). Southern has continued 
this year to take advantage of its 
promising traffic territory. With 
a relatively minor passenger busi- 
ness, Southern continued its 
freight gains despite a loss of 
steel traffic during the summer 
strike in the mills. The onerous 
1956 bond maturities have been 
removed and debt is otherwise 
well spaced. Cash is down, but the 
company is continuing its exten- 
sive yard program. The issue 
should be held for long-term in- 
vestment. New purchases would 
be warranted at the 42 level. 


Union Pacific: This is a “royal 
purple” chip among rails and, 
selling at 29, the prospects for the 
investor are intriguing. Oil in- 
come has lagged this year, but the 
international situation should 
provide a stimulus to this segment 
of its business. The road derives 
nearly half of its net from oil and 
investment operations. U. P., link- 
ing the Midwest with the West 
Coast, has a bright outlook. Only 
Santa Fe sells at so high a price 
x earnings ratio. The yield is at- 
tractive and well protected. 


PUBLIC UTILITIES 


American Gas & Electric: This 
well-managed utility system has 
undertaken major expansion to 
serve huge new aluminum plants 
and other heavy industries in 
Ohio Valley. Company is out- 
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standing in engineering research. 
The stock should be held for long- 
term investment and new pur- 
chases made on a sliding scale on 
a reaction from these levels. 


American Telephone & Tele- 
graph: This, of course, is Amer- 
ica’s most popular investment 
stock. Something like one of every 
six shareholders in this country 
has a stake in Telephone. The is- 
sue actually provides more than 
the $9 annual dividend paid since 
1922, for valuable rights have 
been disbursed by the company in 
many years. Thus, the indicated 
yield of 5.3% is deceptive—it is 
much better than that. This is an 
outstanding “defensive” issue. 
Telephone is about as close to a 
quality bond as a stock can be. It 
is ideal for those whose primary 
objective is income, rather than 
“kick.” Reasonably priced at 167. 


Cleveland Electric Illuminat- 
ing: Price x earnings ratio for 
this well-managed utility serving 
the growing Cleveland area and 
environs is average for the indus- 
try. High equity ratio affords 
some protection from heavy in- 
dustrial load. Share earnings gain 
slow but consistent until last year, 
when they rose sharply due to 
higher rates. New record will be 
set for 1956. The stock should be 
retained for long-term  invest- 
ment. New commitments could be 
made on softness. 


Commonwealth Edison: This 
large, conservative organization 
supplies electricity to the Chicago 
area. Gas property has been spun 
off. The region served is under- 
going tremendous changes, with a 
major impact on industry and 
residences. The yield is liberal 
considering the record of the com- 
pany as an income producer. The 
stock has appeal as a long-term 
investment. 


Consolidated Edison: This is 
the largest of the electric-gas util- 
ities, serving Greater New York 
and environs. It has a high equity 
ratio, stable earnings and pro- 
vides an excellent yield. The com- 
pany is in the midst of a major 
expansion program, including 
atomic facilities. Assuming a con- 
tinuance next year of the steady 
earnings improvement that has 
been achieved since 1952, Con Ed- 
ison should boost the dividend. 
The stock is attractive at the pres- 
ent level, both for conservative 
portfolios and those with nearer- 
term objectives. 
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Consumers Power: This Michi- 
gan utility operates beyond De- 
troit) has done rather well this 
year considering the setback to 
the automotive and allied trades. 
Price x earnings ratio is average 
for the industry. With prospects 
good for a pickup in the Michigan 
factory tempo, 1957 should be an 
excellent year for C. P. A divi- 
dend rise may be in the works 
next year. The stock should be re- 
tained for long-term investment. 
New commitments should await a 
dip from the 47 level. 


Florida Power & Light: The 
dividend trend in the utility field 
has been more generally and per- 
sistently upward than in any 
other major industry, as meas- 
ured by the annual percentage of 
companies which have raised 
rates in the post-war era to date. 
Florida Power & Light has been 
a standout, raising the dividend 
each year. We would continue to 
hold this fast-growing utility, but 
new commitments should be de- 
ferred pending a reaction from 
the present 45 level. 

Niagara Mohawk Power: This 
issue has sustained a market set- 
back from political issues arising 
out of St. Lawrence and Niagara 
Power projects. The selloff has 
given the issue considerable ap- 
peal from a yield standpoint. The 
stock would appear attractive on 
a dip from the current level. 

Pacific Gas & Electric: This is 
a high-caliber issue. It is the sec- 
ond largest of the electric-gas 
utilities, serving the fast-growing 
California territory. Rate increase 
obtained last year should help 
earnings climb. New financing is 
in the works. Selling at 49, the 
stock appears to be underpriced. 
Rights offerings could make yield 
more attractive. 

Southern California Edison: 
Area is growing rapidly, but 
share earnings have not made 
much net gain since 1950 despite 
rate increase in 1954. Company 
has been handicapped by droughts 
and higher fuel costs. Stringency 
of the money market prompted 
Southern Cal to shelve plans for 
sale of mortgage bonds this year 
and go to equity financing. This 
will, of course, represent a drag 
on near-term per-share earnings. 
This issue is suitable for conser- 
vative portfolios. Yield is better 
than average. Selling around 46, 
the stock is fairly priced. 


West Penn Electric: Earnings 
decline in the third quarter 
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stemmed from steel strike. Other- | _ = 
wise this company has a fine rec- pnd 
ord of increasing share earnings | 7,, 
and provides a good yield. The nti 
stock is modestly priced in rela- ira 
tion to current earnings. Selling ag 
at the lowest price x earnings iil te 
ratio of the group, it nevertheless oa 
has investment merit. ee 
PETROLEUM place 
Cities Service: This integrated |¢?¥Ud 
producer, refiner and marketer — 
has only a minor stake in the Mid. | The | 
dle East. It should benefit impor- | +” * 
tantly from any rise in domestic the a 
crude output. At 66, the stock is |! =e 
reasonably priced. os 
Gulf Oil: In the September + /gip { 
study of the oils, THE MAGAZINE: St 
stated: “Al company in specula-}| °" 
tive position under current world |™P 
situation.” The stock then was at |“'@n 
129; now 105, Gulf, of course, is Si ere 
a leading international oil com- many 
pany. Its 50% share in Kuwait is ag 
vulnerable to a Middle East ex- " ig 
plosion. Incidentally, Kuwait last |7*% ¢ 
year accounted for nearly 57% of |S0"S¢ 
the company’s total net crude pro- '‘er 
duction. Gulf has large reserves |°P°&Té 
in the Western Hemisphere. Sharp lhe e 
markdown in shares would seem be 2 


to have discounted a good deal of | 


bad news. Peaceful developments | *"© 


in Mideast could bring sharp re- |W°rtl 
bound in shares. _ 

Phillips Petroleum: This is), S¢ 
largely a Western Hemisphere |!"‘¢& 
producer, although the company |@Ur 
has a one-third interest in the _ 
American Independent Oil Co., 2""° 
which has a concession compris- tion 
ing an undivided half interest in MS 
the Saudi Arabia-Kuwait Neutral |?@!T 
Zone. The company is fully integ- /‘7°™ 
rated, is considered to have the *"© 
largest gas reserves of any com- Sadi 
pany in the United States and “ay 
ranks high in the petrochemical eld. 
field. This stock is outstanding for — 
growth potential and should be re- | ““!"¢ 
tained for long-term investment./°! th 
The shares are attractive at the St 
present price. est ¢ 

Sinclair Oil: Principal crude oil subs' 
and gas production is from exten- ast 
sive acreage in 15 states and Can- | * 5 
ada. Earlier this year it acquired Vaet 
working control of Texas Pacific) ¥it 
Coa] & Oil. Company has oe 
in Venezuela and in Italian Soma- . 
liland and Ethiopia. The $3 divi-}¥?3§ 


dend is highly conservative. As- . 
suming a continuance of high-level Pe 

earnings (a reasonable assump- etr 
tion), the dividend could be hiked|°!2t 
in 1957. The shares have 7 a 
tive appeal at 59. eal 
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Socony Mobil Oil: This com- 


ad pany has a 10% stake in the 
gs Aramco setup in Saudi Arabia, a 


he | /°e interest in the Iranian con- 
'|sortium and a 12% interest in 


la- 

ng Iraq Petroleum. The company also 
es has concessions in Africa. Socony 
cil likewise has important producing 


lands in Latin America. In this 
country, its proved reserves are 
placed at 1.6 billion barrels of 
Le crude oil and an estimated 8.4 tril- 
tey jlion cubic feet of natural gas. 
id Canadian holdings are extensive. 
or. | Lhe Middle Kast troubles and new 
tie |Major financing have depressed 
jy |the shares. This investment-grade 
~~ fissue should be retained. New 
‘commitments may be made on any 

ae dip from the present level. 
ja, | Standard Oil of California: The 
rlq company has a 30% interest in 
“gq, Aramco. Production there in 1955 
js; averaged 965,000 barrels daily. 
‘m. Since the British are not a factor 
t js here, Aramco has come off well in 
ex. jthe Mideast troubles. Calso also 
ast has a 1% interest in the Iranian 
of consortium. It also has a one-half 
ro. interest in the Caltex companies 
ves operating in 67 Eastern Hemi- 
ary) sphere countries. A measure of 
od }the company’s overseas stake may 
| of |be gleaned from these statistics. 
mts |lhe stock is of high quality and 
re. |Worth retaining for dependable in- 
come as well as growth prospects. 


| Standard Oil of Indiana: This 
ere integrated oil company operates 
any entirely in the Western Hemi- 
the sphere, hence should benefit from 
Co.. European demand. Net produc- 
ris. ion of crude and liquid hydrocar- 
: in bons last year averaged 274,000 
toa! barrels daily, all of which (aside 
ia from 7,000 barrels) came from 
the areas in the United States. The 

_ remainder came from Canada, in- 
aad cluding holdings in the Pembina 
inal field, Shares are of high invest- 
for Ment quality and should be re- 
: eo tained. Selling at 59, this is one 
ent. (2! the more attractive oils. 


the Standard of New Jersey: Larg- 
est of the oil companies, it has 
e oj] Substantial interests in the Middle 
ten-| East and Far East. These include 
San-)2 50% interest in Standard- 
ired \ acuum Oil Co., an integrated 
cific | Wit in itself, operating in the Far 
rests} Last, Australasia and Africa; 
~. 130% interest in the Aramco set- 
yma-) / a ° 
divi-}¥P; 50% interest in the Near East 
As-| Development Corp., which in turn 
level has a 23.75% interest in Iraq 
_)Petroleum Co., Ltd. and its asso- 
ikedjCiated companies. Substantial 
eyla-| hough its foreign assets be, they 
are dwarfed by its consolidated 
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net assets in the Western Hemi- 
sphere, amounting to $4.1 billion 
at the start of this year. More 
than $1.2 billion of the Western 
Hemisphere total net assets repre- 
sented cash and marketable se- 
curities, Earnings for 1956 will 
top 1955 and 1957 should top 
1956. This stock represents one of 
the highest-quality industrial is- 
sues. It is fairly priced at 55. 


Texas Co.: Also selling at 55, 
much the same could be said for 
Texaco as was set forth in con- 
nection with Standard of Jersey. 
Selling at little more than 10 
times earnings, it also is fairly 
priced. It is selling at a conserva- 
tive price x earnings ratio. 


Union Oil of California: Except 
for two prospects in Costa Rica 
and a half interest in a number of 
leases in Western Canada, hold- 
ings of oil and gas leases by this 
integrated company are in this 
country. Financial arrangement 
with Gulf Oil should prove mutu- 
ally beneficial. Union Oil has the 
markets and Gulf, as long as it 
has Kuwait production, could be 
an important supplier. This good- 
quality issue has investment mer- 
it. Only Phillips sells at a higher 
price x earnings ratio. Selling at 
57, the issue is attractive. 


RUBBER 


Firestone Tire & Rubber: This 
good-quality issue has turned in 
an outstanding performance in 
1956, considering the decline in 
automotive production and the 
attendant fall in the rubber indus- 
try’s shipments of pneumatic au- 
tomotive casings. Dividend was 
boosted this year. Stock is a split 
candidate. Selling at 11.7 x earn- 
ings, it could go a good deal 
higher than the present 86 level. 
Dividend record is outstanding, 
but current yield is modest. 


B. F. Goodrich Co.: While it is 
only fourth in size among the rub- 
bers, this company is endowed 
with aggressive, research-minded 
management. It has been a leader 
in diversification. This has offset 
decline in original-equipment vol- 
ume, That segment should im- 
prove in the period ahead. For all 
1956, net should be little changed 
from last year. Over-all outlook is 
favorable. The stock continues to 
sell at the highest price x earn- 
ings ratio for the rubber group, 
a measure of the esteem in which 
it is held. The stock continues to 
be attractive. 


Goodyear Tire & Rubber: This 
is the kingpin of the industry and 
highly diversified. About 60% of 
volume represents tire sales. 
Other important contributors are 
industrial rubber goods, foam 
rubber, footwear, plastic film, 
chemicals and aircraft products. 
The 1956 showing should top 
1955. Although the favorable mar- 
gin will be narrow, it is an out- 
standing achievement for a year 
in which automotive output 
slipped sharply. Selling at 12.5 x 
earnings and priced at 75, this 
good-quality stock has appeal for 
long-term gains. 


U. S. Rubber: While this com- 
pany has strongly reinforced its 
position in the past several years 
and investment standing has im- 
proved, it is slightly more specu- 
lative than Goodrich, Goodyear or 
Firestone. It continues to sell at 
the lowest price x earnings ratio 
and to offer the highest yield. 
While the other three are more 
suited to conservative portfolios, 
U. S. Rubber would have consid- 
erable speculative appeal on any 
reaction from the 46 level. 


STEEL 


(Note: To avoid repetition in 
comment on each company, atten- 
tion is called to the fact that the 
steel industry is operating full 
tilt. All signs point to continuance 
of capacity operations well into 
1957.) 


Allegheny Ludlum: This lead- 
ing producer of stainless and sili- 
con steels and other specialty 
products has had a strong up- 
surge. Also contributing to the 
new respect in which it is held is 
the titanium project undertaken 
in conjunction with National 
Lead. Whereas only a year ago it 
sold at the lowest price x earnings 
ratio of the group shown in the 
table (barring Jones & Laugh- 
lin), Al-Lud now tops the field. It 
provides the smallest yield. Early 
this year the preferred stock was 
eliminated and the common split 
2-for-1. This stock has doubled in 
the past year, discounting consid- 
erable good news. We would not 
reach for it at this level, although 
we would not sell it either. 


Armco Steel: In spite of the 
five-week steel strike this sum- 
mer, Armco will end up the year 
with a rise in per-share earnings 
from the 1955 level. The dividend 
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was increased late this year. Arm- 
co is a fully integrated producer, 
with nine excellent plant sites and 
broad diversity in end products. 
Within the 10 years to the end of 
1955 capital expenditure of about 
$310 million, mostly from retained 
earnings and internally generated 
funds, has further strengthened 
its position in the industry. This is 
a good-quality stock worth retain- 
ing. New purchases should await a 
correction from the present price 
level of 66. 


Bethlehem Steel: In the issue of 
November 10, THE MAGAZINE did 
a thorough study of this No. 2 
steel producer, which has a vital 
stake in shipbuilding (oil tankers 
should be outstanding). We re- 
peat the concluding sentence: “‘... 
Bethlehem’s prospects for further 
growth make its common stock a 
worthwhile long-term holding 
both for income return and price 
appreciation as earnings continue 
to expand. At its present price 
around 165, it yields a return, 
based on this year’s total divi- 
dend, of 5.15%.” An investor who 
puts a price of 200 on his Bethle- 
hem stock may see that figure 
reached in no great time at all. 
Union with Youngstown would 
enhance value despite prospects 
of litigation over merger. 


Colorado Fuel & Iron: This is 
one of the more speculative issues 
in the group. Its basic position, 
however, has been strengthened 
considerably in recent years. It 
enjoys a competitive advantage in 
many areas. The need of funds to 
finance expansion has kept divi- 
dends at the $2 annual level. The 
stock sells at the lowest price x 
earnings ratio and provides the 
highest yield in the group charted. 
Speculative appeal is present at 
current level of 33. 


Inland Steel: Inland is a low- 
cost producer with a strong com- 
petitive position in the burgeon- 
ing Chicago area. Company has 
an outstanding record. This best- 
grade steel should top this year 
the $9.52 per share shown for 
1955. The stock is a 1957 split 
candidate. At 90, the stock is 
underpriced. 


Jones & Laughlin: Moderniza- 
tion of facilities and improvement 
in basic raw-materials position 
has strengthened competitive po- 
sition. The issue is speculative. 
Selling at 60, it is fully priced. 
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National Steel: This is one of 
the best-grade steels. The com- 
pany has an above-average record 
in earnings. A large supplier to 
the automotive industry, outlook 
for 1957 appears promising. The 
$6.54 a share earned in 1955 
should be topped this year. Na- 
tional Steel has paid dividends in 
each year for the past half cen- 
tury, a record unequaled in the 
field. The stock is admirably 
suited for investment portfolios. 


Republic Steel: The $5.59 per 
share registered for 1955 should 
be surpassed in the year now 
drawing to a close. Should benefit 
from rebound in automotive in- 
dustry. In the September 15 issue 
of THE MAGAZINE we forecast rise 
in the $2.50 annual dividend. With 
the payment of a 75-cent dividend 
on December 21, this forecast was 
borne out. The $3 annual rate still 
is conservative. Prospects are that 
the dividend cover will be wid- 
ened as 1957 wears on. This high- 
quality steel appears attractive at 
the 55 level. 


U.S. Steel: Continued progress 
in efficiency along with exception- 
al demand for cement —it leads 
that field as well as steel—helping 
to lift earning power. Net profit 
for 1956 should top 1955’s $6.45 
a share. The 65-cent quarterly 
dividend should be boosted in the 
forepart of 1957. At 71, U. S. 
Steel is reasonably priced. 


Youngstown Sheet & Tube: 
Strong financial position and rec- 
ord of efficient operations give 
company high ranking. Major ex- 
pansion program underway for 
this sixth largest steel producer. 
This stock is a split candidate. 
This wide-swinging stock could 
bring fast benefits. Selling at 104, 
it is underpriced. END 





The Peril Point in the 
National Debt 





(Continued from page 375) 


education, relief for economically 
depressed areas, aids for small 
business and enlarged social wel- 
fare benefits. 

Thus, the outlook for the fiscal 
1958 budget, to be presented by 
the President in January, is not 
good. Reports from Washington 
talk of another balanced budget 
but the prospect is that the bal- 
ance will be an uneasy one at an 
expenditure level $2 to $3 billion 





higher than the current $69 billion 
budget. 

With the world political situa- 
tion looking more uncertain each 
day it is time to get our financial 
house in order. The Hoover Com- 
mission’s Final Report to the 
Congress in June 1955 pointed to 
innumerable ways for the Federal 
Government to cut its outlays. The 
total of specific savings suggested 
ran beyond $8.5 billion, not in- 
cluding suggestions where no spe- 
cific dollar savings estimate was 
made. Even with some allowance 
for duplication, this could permit 
real reductions in the national 
debt, not to mention tax cuts, in 
line with President Eisenhower’s 
January 1956 statement, in his 
Economic Report to the Congress, 
that: 

“In times like these we should 
bend our thoughts to the desir- 
ability of debt reduction. Once a 
budgetary surplus comes defin- 
itely into sight and economic con- 
ditions continue to be favorab'e, 
we should begin reducing our 
huge public debt. Such an act of 
fiscal integrity would signify with) 
unmistakable clarity that our de+ 
mocracy is capable of self-disci-+ 
pline. It would add to the conf- 
dence that people need to have in 
the Government, if they are to 
plan boldly for their own and 
their children’s economic future.” 

These are wise words. 

They point up the very rea 
danger that the American people 
are getting complacent about the 
debt. The national debt resulting 
from the War of 1812 was almost 
completely paid off by 1829, the 
Civil War debt was reduced 25 
per cent by 1873 and the World 
War I debt was 40 per cent re: 
paid by 1930. As of this momen 
we have not repaid one dollar “ 





the debt resulting from the Ko) 
rean War, not to mention World 
War II. We have no reason to b@ 
proud of the $1.6 billion debt re} 
duction of 1956; that did not ever 
erase the fiscal 1955 deficit. 

A nation that has lost its fear 
of debt has reached the peri! 
point whatever the level of thé 
national debt. A failure to usé 
our ability to cut back the debi 
will signal unmistakably to af 
world that we are on our way t 
the $300 billion debt level and 
beyond. History is replete wit!) 
the wreckage of people who le) 
self indulgence lead them to -_ 
We have too much at stake to ris} 
the consequence of this course. Ey 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


Mos investors are aiming for eventual re- 
tirement... whether they hope to arrive at 
their goal in five, ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for our nation 
is forging ahead in a new era of amazing 
scientific achievement, industrial advancement 
and investment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shali 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazinE OF WALL StreEET. A background of forty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 








Serving industry 


CRYOVAC COMPANY 
DIVISION 


Cedar Rapids, lowa 
Lockport, New York 
Greenville, South Carolina 
Toronto, Canada 


DAVISON CHEMICAL 
COMPANY DIVISION 


Bartow, Florida 

Fort Pierce, Florida 

New Albany, Indiana 
Wakarusa, Indiana 

Perry, lowa 

Lake Charles, Louisiana 
Curtis Bay (Baltimore), Maryland 
Lansing, Michigan 

Joplin, Missouri 

Trenton, Missouri 

Pompton Plains, New Jersey 
Wilmington, North Carolina 
Alliance, Ohio 

Cincinnati, Ohio 

Columbus, Ohio 

Findlay, Ohio 

Tulsa, Oklahoma 
Charleston, South Carolina 


Spartanburg, South Carolina rae oy 


Nashville, Tennessee 
Valleyfield, Quebec 


DEWEY & ALMY CHEMICAL 
COMPANY DIVISION 

San Leandro, California 

Chicago, Illinois 

Acton, Massachusetts 

Adams, Massachusetts 

Cambridge, Massachusetts 

Montreal, Canada 


DEWEY & ALMY OVERSEAS 
COMPANY DIVISION 


Buenos Aires, Argentina 
Melbourne, Australia 
Sao Paulo, Brazil 
London, England 
Epernon, France 
Hamburg, Germany 
Naples, Italy 


GRACE CHEMICAL 
COMPANY DIVISION 
Memphis, Tennessee 


GRACE CHEMICAL 
RESEARCH & DEVELOPMENT 
COMPANY DIVISION 

New York, N. Y. 


POLYMER CHEMICALS 
DIVISION 


Baton Rouge, Louisiana 
Clifton, New Jersey 





Symbol of service 
throughout the world 


Le! 
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From Lansing, Michigan, to Baton Rouge, Louisiana, from Sao Paulo, 
Brazil. to Hamburg, Germany, W. R. Grace & Co. is building new plants 
and laboratories in a dynamic program of expansion in chemicals. 


Through seven divisions devoted to chemistry Grace provides industry 
with a growing variety of essential chemicals and chemical-based prod- 
ucts. To meet increasing demands at home and abroad Grace is steadily 
enlarging its facilities. 


Among these projects are new plants for the production of petroleum 
catalysts, cryovac plastic packaging, sealing compounds, and polymer 
chemicals. Today the facilities of the chemical divisions represent 55° 


of Grace’s net fixed assets. 


Besides expanding its chemical operations, 
W. R. Grace & Co. also is moving ahead rapidly 
in paper production and petroleum .. . 
in diversified Latin American enterprises .. . 
in world trade, transportation and finance. 


For copy of 1956 Semi-Annual Report, write 


W. R. GRACE & CO. 


Executive Offices: 7 Hanover Square, New York 5 








